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FOREWORD 


This work was undertaken for a number of reasons. The wealth of new 
material which has appeared since the end of the second World War 
made it seem relevant to re-evaluate Hjalmar Schacht’s role in the 
years between 1923 and 1939. The biographies which have been pub- 
lished are unsatisfactory for one reason or another. Some of them are 
based on inadequate sources and therefore fall short of filling the need 
for a sound study of Schacht’s activities. This is true of those written 
before the War. Other biographers had access to pertinent material 
but allowed their work to reflect the passions generated by friction 
between Germany and her opponents or the domestic politics which 
resulted in Hitler's acquisition of power. Often these biographers ig- 
nored important German materials. American periodicals continue to 
write of Schacht from old morgue materials with no revision of the 
wartime prejudices and propaganda. Schacht’s own numerous publi- 
cations since the end of the war have been obvious apologies for his 
conduct. While they are quite informative and instructive, they must be 
used with considerable caution in assessing his activities. 

More important than new material is the recognition that Schacht’s 
career is almost unique in providing the historian with a sounding 
board. We have not answered many significant questions concerning 
the attacks on democracy and liberal forms of government so charac- 
teristic of the twentieth century. In fact, we have not even asked 
many of the pertinent questions. They must be asked and answered 
with reference to individual states and systems, and in many instances 
vis-d-vis specific men. Few men provide better opportunity for asking 
such questions than Hjalmar Horace Greeley Schacht. Even his name 
suggests several interesting questions. 

He was born in Tingleff in 1877, shortly after his parents had re- 
turned to the new German Empire from the United States. His child- 
hood was spent in a middle class liberal home, and certainly many of 
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his later ideas can be traced to the period of association’ with a father 
whose hero was Horace Greeley. In his biography Schacht places 
great emphasis on his early life. 

He was educated in the best German tradition, studying at the 
Universities of Kiel, Berlin, Munich, Leipzig, and Paris, and doing the 
research for his doctoral dissertation in economics in London. Schacht 
is by training and occupation an economist. However, as a public figure 
he has exercised such strong political influence that a study of his 
relation to the governments between the wars is of vital importance to 
the student of Germany. That he was in the limelight more than is 
usually true of economists can be attributed to his innate intelligence, 
to a very strong personality, as well as to his life-long interest in journal- 
ism. His early established reputation as savior of the German currency 
followed him through later economic developments. 

Schacht was essentially orthodox in economic views, going to great 
lengths to preserve “sound economics”. And his power was considerable. 
Did “sound economics” help destroy the republic? One reader of my 
original manuscript put it, “Could you save the mark and lose free- 
dom”? In England and the United States nationalism and liberal 
capitalism seem so well attuned that students often have difficulty 
distinguishing them. Were they incompatible in Germany? Or during 
the Third Reich, did the totalitarian dictatorship prove invulnerable 
to economic critique? 

We cannot yet answer all these questions, but a beginning must be 
made by studying the careers of men who made the decisions. Schacht 
does not provide answers, but neither do those who simply attack his 
policies without considering the conditions under which they were 
formulated. Edgar Alexander in his recent biography of Konrad 
Adenauer, attempting to explain the paternalism of the Adenauer gov- 
ernment, points out the difficulties of such sudden changes from ab- 
solutism as the Germans experienced in 1919 and 1945. 

It is of course impossible to reconcile Schacht’s own apologies and 
the work of those who have continued to attack him. Perhaps it is still 
too early for a definitive evaluation, but certainly it is now possible — 
on the basis of the materials released after the war by the International 
Military Tribunal, by the various governments, by individuals through 
memoirs — for a new generation less touched by the passions of the 
war, to steer a course between what might be termed a white-wash on 
the one hand, and the béte-noire story on the other. It is not an isolated 
problem, nor a minor one. We in America have faced it with the 


FOREWORD 7 


generation who were educated either in the colleges or on the streets of 
the great cities during the thirties. They have faced congressional com- 
mittees, have been accused of treason, and have suffered economic 
disability and social ostracism because of our present tendency to 
judge them with an impressive array of hindsights. It is often very 
easy for the armchair general to review a battle already fought and 
point out poor tactics. It is easy for the historians, the political scien- 
tists, the sociologists, and the cultural anthropologists to explain all 
about the German people and the “peculiar German mentality”. Stu- 
dents across the nation have been told of the special German mentality 
which dooms them and the world to continued efforts on the German 
part to world domination. Such ideas are evident in our after- 
the-fact judgment of predecessors. Every man must make deci- 
sions without foreknowledge; and every decision will be judged by 
the future on the basis of knowledge of the past. The two points of 
view are not the same and can never be the same. The job of the 
historian may be to recreate the past to the best of his ability; to think 
exactly as the man he is trying to recreate thought; but that is never 
possible. 

Schacht’s life and public career extend across political changes that 
seem incredible to young Americans. He remembers William I and 
Bismarck and the monarchy of the Hohenzollerns. He served that 
system during World War I in his capacity as a banker, on the staff of 
banking administration in Occupied Belgium. He entered public life 
under the Weimar Republic as Currency Commissioner and Reichs- 
bank President when the inflation following World War I was at its 
height and was credited by most Germans and many non-Germans with 
a constructive role in guiding the economy to the end of 1928. Early 
in the next year he went to Paris to achieve permanent settlement of 
the reparation problem. During that year he became increasingly con- 
vinced that the German government was not doing all it should to 
regain for Germany her sovereignty. At the same time no advantage 
was being taken of the gains Schacht had made during the negotiations 
at Paris. Disagreements with the government resulted in his resignation 
from the Reichsbank presidency in 1930. He spent the next three years 
trying to convince the world that Germany could no longer pay repara- 
tions, and toward the end of that period he actively opposed the govern- 
ment and supported Hitler for the chancellorship. 

In March 1933 he was again appointed to the Reichsbank presidency 
and by 1935 reached the height of his powers in the German economy. 
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During those years he made possible, more than any other single man, 
the rearmament of Germany, ended the unemployment, and re-estab- 
lished a favorable trade balance. In 1936 he became aware that the 
National Socialists had no intention of returning to a normal program 
but instead were bent on rearmament and self-sufficiency by way of 
Wehrwirtschaft and the Four Year Plan. Throughout 1986 and 1937 
Schacht fought to retain his position at the head of the economy and 
to prevent the new programs being carried out. That struggle was 
largely waged against Hermann Goring, chosen to represent those ele- 
ments in the party who wished to remove Schacht’s influence from the 
economy. When Schacht finally realized that he could not be success- 
ful on an economic plane he shifted to political action and became a 
conspirator against Hitler and the National Socialist regime. The 
ultimate effect was his dismissal from all positions of authority. 
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REPUBLICAN BANKER: 
SCHACHT AND THE WEIMAR REPUBLIC 


An amazing continuity has marked the career of Dr. Hjalmar Schacht, 
Currency Commissioner and Reichsbank President under the Weimar 
Republic, Minister of Economics, Plenipotentiary General for War 
Economy and again Reichsbank President under the National Socialist 
regime. At first glance the tenacity of the “Man Who saved the Mark” 
under both the democratic republic and Hitler's Third Reich seems 
to betray the opportunist, a political chameleon capable of many hues. 
Some students of the man’s career see in him a fundamental and con- 
sistent indifference toward politics, insofar as political developments 
and institutions do not impinge upon economic and financial matters. 
He is considered by this group as an essentially non-political financial 
expert, the bureaucrat par excellence who cares little which master he 
serves. Other writers have portrayed him as a scheming politician, 
using his vast economic and financial knowledge and ability only as 
tools to further his ambitions in the sphere of politics.? In short, the 
man defies a hard and fast classification because he cuts across con- 
ventional patterns of behavior in public men. He is a complex entity 
of many facets which are neither completely consistent nor wholly 
independent.’ It is difficult to ascribe a set formula to Schacht’s 
activities, and he has aptly described his policy as “elasticity in method 
and persistence in fundamentals”. On numerous occasions he has gone 
1 Karl Richard Bopp, Hjalmar Schacht: Central Banker (= The University of 
of Missouri Studies, A Quarterly of Research, Vol. XIV, Jan. 1939), v (Columbia, 
Missouri, University of Missouri, 1939); Henri Bertrand, Le Docteur Schacht 
(Paris, Gallimard, 1939), pp. 9-26; Godfrey Scheele, The Weimar Republic: 
Overture to the Third Reich (London, Faber and Faber, 1946), pp. 161-231. 
2 Otto Braun, Von Weimar zu Hitler (Hamburg, Hammonia, 1949), p. 52; 
Franz Karl Maier, Ist Schacht ein Verbrecher? (Reutlingen, Verlag die Zukunft, 
age passim; Otto Strasser, Hitler and I (New York, Houghton Mifflin, 1940), 
3 Bopp, Hjalmar Schacht, p. v. 


3 
4 “Germany After Schacht”, The Economist (London), CXXXIV, Jan. 28, 1939, 
p. 165. 
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further and insisted that “monetary policy is not an exatt science but 
an art”. . 

Schacht first came to prominence in the government of Germany on 
November 12, 1923, when he was appointed the Reich’s Currency 
Commissioner.’ This period marked the high point of inflation in 
Germany after the war. The German mark which had been valued 
at 4.2 to the dollar, and which had held even during the war to 8.9 to 
the dollar began a fantastic decline in the middle of 1922, and by No- 
vember 1923 had dropped to the ridiculous figure of 4,200,000,000,000 
to the dollar. No other inflation in the history of mankind equals it. 
The price of a meal increased while one ate it. More than 300 paper 
mills and over 2,000 printing presses operated on a twenty-four hour 
basis just to supply paper money, some of which was printed on one 
side only. Banks actually used the blank side of notes for scratch paper 
because it was cheaper than purchasing pads for the purpose. 

The effect on the workers and especially the urban middle classes 
with fixed incomes was catastrophic. The workers found that prices 
increased far faster than wages, with the result that it took a full day's 
work to pay for a pound of ersatz butter, and five months pay was just 
sufficient to purchase a suit of clothes. But at least their wages did 
increase, and that was not true of the classes living on fixed incomes 
such as pensions and savings. The bourgeoisie was proletarianized. It 
was just this class, traditionally in Germany the backbone of the 
country, which was wiped out economically, and damaged psychically 
to such an extent that a clear effect can be seen in the destruction of 
all traditional values. Morals loosened, social ties weakened, cynicism 
developed, and the former backbone of the nation became the shopping 
center for the extremist groups, both right and left, but especially the 
former intellectual and productive classes became the recruiting ground 
for racists and super-nationalists. 

It is impossible to understand the development in the period from 
1930-1933 without making the connection between the economic con- 


5 Hjalmar Schacht, Abrechnung mit Hitler (Berlin, Rowoltverlag, 1948), p. 9. 
See also Hjalmar Schacht, Deutschland und die Weltwirtschaft (Berlin, Druckerei 
der Reichsbank, 1935), p. 3. “Wirtschaftspolitik ist keine Wissenschaft sondern 
eine Kunst. Handwerkszeug und Methoden dieser Kunst kann sich aneignen, und 
sie miissen gelernt sein. Das Kénnen in der Kunst aber muss man haben, das 
kann man nicht lernen.” 

6 Hjalmar Schacht, Die Stabilisierung der Mark (Stuttgart, Deutsche Verlags- 
anstalt, 1927), pp. 64-9, tells of his appointment. See also Hjalmar Schacht, 
- meines Lebens (Bad Worishofen, Kindler und Schiermeyer, 1953), pp. 
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ditions of the great inflation and the Great Depression. It was only 
seven years after inflationary chaos with the social damage to the 
structure of society that characterized that catastrophe that Germans 
noted many of the same conditions. Memories were still vivid, and 
there is really no more valid explanation of the 1930-1932 elections than 
frantic grasping at straws to prevent a recurrence of the terrible ex- 
periences of the 1923 period. This point will be more fully developed 
in Chapter Three. 

By November of 1923 the people were refusing to accept marks in 
payment for services, and because of their rapid depreciation were 
exchanging paper money for goods as quickly as it came into their 
hands. Plundering and riots were everyday occurrences and at the 
same time the political situation was rapidly deteriorating.” The French 
were in occupation of the Ruhr. The Separatist movement in the Rhine- 
land, openly supported by the French, was causing trouble within 
Germany. On October 1, 1923 there was an abortive revolution by the 
right wing Stahlhelm at the fortress of Kiistrin.? On November 9, 1923 
in the Munich Putsch Hitler attempted to overthrow the Bavarian gov- 
ernment.’ In short the concurrent political and economic difficulties 
threatened to culminate in catastrophe unless the government gained 
control. 

In this policy of regaining control the central item was the endeavor 
to stabilize the mark.1° According to the official announcement of 
Schacht’s appointment, the post of Reich Currency Commissioner was 
created so that one man would assume responsibility for currency 
policy.! This office granted him very wide powers, including a seat 
in the meetings of the Cabinet and a consultative voice in all measures 
which affected the currency. The fact that his signature was required 
on all measures which might possibly affect his policy gave him a 
practical veto over all ministries.!2 On November 15, 1923, three days 
7 Schacht, Stabilisierung, pp. 46-52; Schacht, 76 Jahre, pp. 223-5; 229. 

8 Frankfurter Zeitung, Oct. 2 and 3, 1923. The Times (London) is perhaps a 
better source for the Kiistrin affair than any German newspaper, since news 
censorship in that area of Germany prevented publication of any news about the 
Putsch except the official military communiques, which were inaccurate. They 
spoke of the attempted rising of the National Communists, when in reality the 
Stahlhelm, an extremely reactionary group at that time, was responsible. See 
The Times, Oct. 2 and 3, 1923. 

® Frankfurter Zeitung, Nov. 9 and 10, 1923. 

10 Schacht, Stabilisierung, pp. 62-3. 

11 Schacht, Stabilisierung, p. 68. 


12 Salomon Flink, The German Reichsbank and Economic Germany: A Study 
of the Policies of the Reichsbank in their Relation to the Economic Development 
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after his appointment, Rentenmarks were put into circulation.* Al- 
though the new currency had been fully planned before his appoint- 
ment, he was largely responsible for its acceptance. He arbitrarily set 
the ratio of conversion, and by remaining firm in the face of terrific 
pressure toward inflation managed to establish the new issue and 
stabilize the mark.’ 

Considerable and rather bitter controversy has arisen over the 
question of responsibility for the stabilization, with various writers 
each insisting that his own particular candidate saved the mark. 
Most arguments appear to be based on determining the man who 
planned the Rentenmark. This is not a valid argument at all. The new 
currency was a success only because of the events after its introduction, 
the determination of the government, and the willingness of people 
to accept almost any remedy for the inflationary evils.1* Schacht had 
published his own proposals on October 10, 1923 and found little 
backing.17 He himself credits the former Reich Finance Minister 
Karl Helfferich with the original proposal.‘ This was later amended 
to take account of the objections raised by such organizations as the 


of Germany, with Special Reference to the Period after 1923 (New York, Harper, 
1930), p. 68. 

18 Frankfurter Zeitung, Nov. 15, and 16, 1923. 

14 For Schacht’s own account see Schacht, Stabilisierung, pp. 64ff.; and 
76 Jahre, pp. 228-35. See also Flink, The German Reichsbank and Economic 
Germany, pp. 86-93. 

15 Paul Oestreich, Walther Funk (Miinchen, Franz Eher, 1941), pp. 39, 43, 
states that Funk was so important that Helfferich, Luther, and Schacht all came 
to him for his advice. Otto Braun, Von Weimar zu Hitler, p. 53, reported that 
the idea was that of Rudolf Hilferding but that Luther translated the idea into 
reality, and that only he can claim credit for salvation of the mark. Erich Koch- 
Weser, Hitler and Beyond: A German Testament (New York, Knopf, 1945), p. 
53, wrote “none but Luther deserves the credit for having found a simple 
remedy”, George N. Shuster and Arnold Bergstrasser, Germany: A Short History 
(New York, Norton, 1944), p. 164, insist that “this was essentially the achieve- 
ment of Helfferich and Rudolf Hilferding, and not of Dr. Hjalmar Schacht”. 
Godfrey Scheele, The Weimar Republic, Overture to the Third Reich (London, 
Faber and Faber, 1946), pp. 182-92, has an excellent brief discussion of Schacht 
and his work with the stabilization of the mark. He gives Schacht full credit 
for the “Miracle of the Rentenmark”. 

16 Flink, The German Reichsbank and Economic Germany, pp. 52-98. This is 
one of the best discussions of economic conditions in Germany, the Rentenbank, 
Rentenmarks, stabilization, and Reichsbank policy under Schacht. Flink never 
questions the flat statement that the initial proposal was Helfferich’s while 
Schacht was responsible for stabilization. 

17 Berliner Tageblatt, Oct. 10, 1923. 

18 Schacht, Stabilisierung, pp. 55-61. 
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Federation of German Industry,!* the Economic Council of the Reich,** 
the Central Association of German Wholesale Trade,?! and the Central 
Association of German Banks and Bankers,?? as well as various in- 
dividuals.** Schacht associated himself with these organizations in 
their criticisms. This opposition caused amendment of the Helfferich 
proposals to cover at least part of the objections and give the new 
currency a broader basis of backing. Schacht opposed the proposals 
until they were amended but extolled their “ingenious psychology”.*® 
Most of the arguments ignore the fact that the currency itself was of 
far less importance than the circumstances of its introduction, the 
good faith of the government, and the constant guard against further 
inflation. In spite of the controversy in economic circles as to the 
actual responsibility in the stabilization of the mark the masses built 
a legend around Schacht as the man who saved the mark.?* One of 
Schacht’s biographers wrote: 


The legend was soon hammered into the heads of the people, especially by 
the Democrats in their election propaganda. And the people, unversed in 
the mysteries of finance and the magic of currencies, began to see in 
Schacht the wizard of the stabilization, the medicine man of German 
finance, and the country’s savior from inflation.27 


It was this widespread reputation which led to his later prominence 
and caused much of the more recent controversy. 

Schacht owed his appointment to the Reichsbank presidency on 
December 22, 1923 to the political left wing which was firmly opposed 
to any one connected with the period of inflation.”* 


19 Reichsverband der Deutschen Industrie. This is the central organization set 
up by the German industrialists to represent their interests. 
20 Reichswirtschaftsrat, a body created by the post-war republican constitution 
of Germany, consisting of economists, industrialists, representatives of labor, and 
other groups, to which legislation was submitted for its opinion before being 
introduced in the Reichstag. 
21 Zentralverband des Deutschen Grosshandels. 
22 Zentraluerband des Deutschen Bank- und Bankiersgewerbes. 
23 Schacht, Stabilisierung, pp. 58-9. 
24 Flink, The German Reichsbank and Economic Germany, pp. 77-9. 
25 Schacht, Stabilisierung, p. 61. 
26 Norbert Mithlen, Der Zauberer. Leben und Anleihen des Dr. Hjalmar Horace 
Greeley Schacht (Zurich, Europa, 1938), pp. 28-30. See especially p. 30, “Trotz- 
dem begann die Legende zu kreisen: 

"Wer hat die Rentenmark gebracht? 

Der Retter, er heisst Hjalmar Schacht.’ ” 
27° Miihlen, Der Zauberer, p. 30. 
28 The former Reichshank President, Dr. Havenstein, died on November 20, 
1923. Mihlen, Der Zauberer, p. 27. 
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The fact that I... should have been called in to assist a Social-Democratic 
Government was entirely due to the broadmindedness and enlightenment 
of Fritz Ebert, who was at that time Reich’s President. When I reminded 
him before my appointment that I was not a Socialist, he replied with a 
smile: “That’s quite beside the point. The question is: do you think you can 
solve the problem?” He was right: that was all that mattered.?° 

Schacht’s apparent feat of currency stabilization was in his favor; he 
was a logical candidate for the position.*° The other major possibility, 
Helfferich, was technically at least as well qualified, but he was a 
prominent Nationalist Party leader and had too loudly attacked the 
republic. The general public attributed to him a great part of the 
responsibility for the inflation and blamed him for mistaken financial 
policies during the war.*! At a time when the government had deter- 
mined on a policy of understanding, it would have been poor politics 
to appoint a man known to hold extreme views on foreign policy to 
a post which necessitated a considerable role in international financial 
problems.*? Schacht was not prominent as a party politician, but he 
had convinced the public that he was an ardent advocate of demo- 
cratic ideas and the representative of an international economic policy 
based on understanding. This was true not only in Germany but 
also among world-circle financial and economic circles. The Econ- 
omist reported: 

In the years from 1923 to 1929 there was no leading banker in the world 
who more fervently preached balanced budgets, adherence to the gold 
standard, the removal of restrictions on the free movement of capital and 
the rest of the elements of the orthodox faith.34 

With his appointment to the Reichsbank presidency Schacht acquired 
virtually complete economic control. His task was enormous. Ger- 
many had been cut off from the rest of the world for ten years and 
29 Schacht, Abrechnung mit Hitler, p. 10. See also Schacht, 76 Jahre, pp. 236-8, 
and Miihlen, Der Zauberer, p. 27. 

30 In his memoirs Schacht lists this as his major asset in the debate over the 
succession. Schacht, 76 Jahre, p. 237. 

81 Schacht, Stabilisierung, pp. 89-93. Schacht admits freely that the Reichsbank 
directors preferred Helfferich. See also Braun, Von Weimar zu Hitler, pp. 64-6, 
who bitterly reported that he was responsible for Schacht’s nomination. Braun 
said that Schacht was recommended because he was a democrat, and because 
Helfferich had attacked the republic “in a low and mean way”. 

32 Gustav Stresemann had just become chancellor with his policy of under- 
standing that was to mark Germany’s relations with other countries until his 
death in 1929. 


" Braun, Von Weimar zu Hitler, pp. 64-6; see also Schacht 76 Jahre, pp. 
189-96. 


s4 Jan. 28, 1939, p. 165. 
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was completely out of touch with foreign developments. Inability to 
compete successfully in world markets was partially because her 
plants were old and impaired by overuse and particularly because the 
loose business organizations that had grown up during the war and 
inflation years were uneconomic. Few industries could borrow suc- 
cessfully in foreign markets. Because of a fertilizer shortage the 
fecundity of her soil had been depleted, the cattle were underfed, and 
agriculture suffered from the general scarcity of capital. What finan- 
cing was done had to come from borrowing at high rates in the 
short-term money market. While high taxes gave a semblance of 
prosperity to cities, states, and nation, it was actually at the expense 
of increasing business failures, unemployment, and low standards of 
living.35 

Schacht began to work at the Reichsbank with the idea that the 
most basic task was to maintain currency stability with reference 
to the foreign exchanges. This required cooperation with foreign 
powers, particularly with England and the United States. Certainly 
this was the policy of the German government at the time and had 
been a factor in Schacht’s selection for Reichsbank President.*¢ In 
order to maintain currency stability for international exchanges it was 
necessary to return to a gold standard as rapidly as possible.?7 Schacht 
had always considered the introduction of the Rentenmark as an inter- 
mediary step toward the reestablishment of the gold standard and of 
a real gold note bank.?* He took the position that the Reichsbank must 
be built back into the country’s life as rapidly as possible, and that the 
Rentenbank must not be entrusted with any of the normal Reichs- 
bank functions in regard to currency.*® To achieve this return to the 
gold standard he had to get rid of all the old currency and restore 
monetary uniformity in Germany. Schacht has consistently followed 
this attitude toward the gold standard throughout all of his career. 
85 Flink, The German Reichsbank and Economic Germany, passim; Mildred B. 
Northrop, Control Policies of the Reichsbank, 1924-1933 (New York, Columbia 
University Press, 1938), pp. 163-99, 251-65, discusses thoroughly the German 
economic condition at this time. 
38 Schacht, Stabilisierung, pp. 94-5. As early as Dec. 25. 1921, Schacht refused 
the idea of bankruptcy promulgated by the German Nationalist faction in the 
Reichstag and insisted that Germany wanted to fulfill her obligations. Berliner 
Tageblatt, Dec. 25, 1921. 
37 Schacht, Stabilisierung, pp. 94-5; Northrop, Control Polities of the Reichs- 
bank, pp. 251-65. 
88 Flink, The German Reichsbank and Economic Germany, p. 93. 


39 Schacht, Stabilisierung, pp. 94-5: See also Schacht, Eigene oder geborgte 
Wahrung (Leipzig, 1927), passim. 
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In 1926 he indicated that he believed the system of xold currencies 
to be the only one possible, although he reported himself “ready to 
take up any other theory, sight unseen, that is adopted by America 
and England”.‘° In 1931 he wrote that “the Reichsbank must under- 
take to restrict credit whenever the supply of gold and foreign ex- 
change falls too low, because the permanent value of the mark, its 
maintenance upon a gold parity, must and will remain the first prin- 
ciple”.“ After the war in 1950 he still insisted that 

no artifical system of currency, however ingeniously elaborated, can operate 
internationally with efficiency. Currencies accepted internationally cannot 
be based upon juridical agreements the foundations of which remain ex- 
posed to all the influences of misery, mismanagement, and arbitrary power. 
Money, to be internationally stable, must be based upon a commodity 
which, independent of governmental and economic influence, is in demand 
and accepted everywhere and at any time. Of such commodities, gold is the 
one that has best stood the test of time.*? 

The original Reichsbank law had been changed in October, 1923 so 
that the Reichsbank had been given practically dictatorial powers over 
currency and finance. It was now the sole arbiter of foreign exchange 
and had full responsibility for rehabilitating the German monetary 
system.? Even before he took office as Reichsbank president Schacht 
made a trip to London for discussions with Montagu Norman, Gover- 
nor of the Bank of England, and various leaders among the financiers 
of the city. Norman and the city granted him their confidence, agreed 
in principle to his policy of creating a gold bank, and actually pro- 
fessed themselves ready to discuss proposals for granting credits.‘ 
On the return trip he paused for a talk with the President of the 
Netherlands Bank in Amsterdam where he received a friendly re- 
ception to the same proposals for a gold bank. Thus Schacht was 
assured of foreign support." 

40 Ausschuss zur Untersuchung der Erzeugungs- und Absatzbedingungen der 
Deutschen Wirtschaft, Die Reichsbank (Berlin, Mittler, 1929), p. 155. 

41 Hjalmar Schacht, Das Ende der Reparationen (Oldenburg, Gerhard Stalling, 
1931), p. 143. 

42 Hjalmar Schacht, Gold for Europe, trans. Edgar Stern-Rubarth (London, 
Gerald Duckworth, 1950), p. vii. This is a foreword especially for the English 
edition and is not found in the original. However, for the complete development 
of the idea see Hjalmar Schacht, Mehr Geld, Mehr Kapital, Mehr Arbeit (Ham- 
burg, Otto Meissner, 1950), passim. 

48 Reichsgesetzblatt, 1923, I, 963. Northrop, Control Policies of the Reichsbank, 
peo the effect of these changes p. 27. See also Schacht, Stabilisierung, 
Pp. Yo-0. 
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REPUBLICAN BANKER 19 


Schacht’s policy was further strengthened by the Reparation Com- 
mission’s decision to arrive at a more definite reparations program 
based on Germany’s capacity to pay.4® The Commission’s decision was 
due to the policy of Germany’s great Chancellor and Foreign Minister, 
Gustav Stresemann. His proposals for a reparations settlement were 
founded on the thesis that Germany could pay reparations only if 
internal order were restored and credit reestablished. He argued 
further that an ordered Germany was the best guarantee for French 
security.‘7 The Reparation Commission decided to create a committee 
of experts and intrust it with consideration of the means to balance 
the German budget and measures necessary to stabilize the currency.® 

The American General Charles G. Dawes was selected as the com- 
mittee’s chairman.*® One of the most important provisions of the 
Dawes Plan was that concerning Germany's currency position. When 
the committee began its investigations the currency had been stable 
for two months, but the elements of permanent stability were still 
wanting. There was, however, Schacht’s scheme for a gold bank.*° 

Immediately after his appointment as President of the Reichsbank 
and before the experts had begun work Schacht had developed the 
idea of a gold note bank. When the experts met and called upon 
Schacht for an explanation of his project he objected on the grounds 
that at best they would delay the plan, and at worst might wreck 
the whole scheme. Norman intimated that it was desirable to inform 
them. Since Schacht needed the Bank of England’s assistance, he 
outlined his program by pointing to the need for such a bank, and 
pressing for immediate action. In this way he gained the support of 
the Bank of England in negotiating with the experts.*! Despite the 
objections to a gold bank by some, the Dawes Committee decided to 
build on Schacht’s plan in order to provide for the permanent stability 
of the German currency. It was decided that the Reichsbank should 
be reorganized to serve as the gold note bank under a mixed German 


46 See Decision No. 2720 of the Reparation Commission, Nov. 30, 1923, The 

Experts’ Plan for Reparation Payments (Reparation Commission Official Docu- 

ments, XIV) (London, H.M. Stationary Office, 1927), p. 1. 

47 Gustav Stresemann, Gustav Stresemann, His Diaries, Letters, and Papers, ed. 

ane trans. by Eric Sutton (New York, Macmillan, 1935-1940), I, p. 263. 
Decision No. 2720, The Experts’ Plan for Reparation Paes jp Jl 

49° Decision No. 2746c, The Experts’ Plan for Reparation Payments, p. 1. 

50 The Experts’ Plan for Reparation Payments, pp. 39-40. 

51 Stresemann, Diaries, Letters, and Papers, 1, pp. 328-31. 
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and foreign board.5* Germany was to receive a loan ‘of 800 million 
gold marks to assure the new -bank’s establishment, the stability of 
the new currency, and to make possible the initial reparations pay- 
ments.*4 

Under the Dawes plan the Reichsbank was completely reorganized 
by the Bank Act of August 30, 1924.5 This change was necessitated by 
the foreign distrust of Germany and by the unusual foreign interest 
in the stability of the currency because of the reparations question. 
The old Reichsbank had been privately owned but operated by the 
government. The new law broke the government’s control and created 
the new bank as a privately owned stock company with an indepen- 
dent board of directors. A general council was established with four- 
teen members — seven Germans, including the Reichsbank President, 
and seven foreigners. The general council was to function as the 
connecting link between the Board of Directors and the foreign coun- 
tries which insisted on the right to keep a close check on the stability 
of the currency.** 

Schacht’s second major policy was maintaining a stable domestic 
price level. By this he meant the stable relation between German 
prices and world prices. This idea was expressed as early as 1924, 
when the annual report of the Reichsbank contained a statement that 
“the quotation of the mark on foreign markets and the rising domestic 
price level was observed with concern because of inflationary ten- 
dencies and danger to the stability of the mark”.® 

One of Schacht’s major objectives was to direct both domestic and 
foreign capital into “productive” activity. This word was carefully 
defined many times. In 1926 it was laid down that productivity 
“essentially means that the loan must directly or indirectly serve the 
total welfare of the Reich, be it through an increase in exports or a 
decrease of imports. The issue is not to be decided upon the basis of 
local interests”.5* It also meant the ability of the borrower to show 


88 The Experts’ Plan for Reparation Payments, pp. 167-8. 

54 The Experts’ Plan for Reparation Payments, pp. 34-5. . 

55 Bank-Gesetz vom 30. August, 1924, Reichsgesetztblatt, ae 289. 

56 Northrop, Control Policies of the Reichsbank, pp. 28-38, has a thorough dis- 
cussion of the Bank Act and its effects on the Retelasbemle, This foreign control 
continued until 1930 when it was abolished as a result of the activation of the 
Young Plan. For a more theoretical discussion see Flink, The German Reichsbank 
and Economic Germany, pp. 131-47. 

57 Annual Report of the Reichsbank for the Year 1924, p. 3; Northrop, Control 
Policies of the Reichsbank, pp. 255-6. 

58 Die Reichsbank, p. 97. 
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profit at the time of the loan, and just as important, his probable 
business situation in the future. “The Reichsbank had to see that 
foreign capital was brought in only for such productive purposes as 
would assure payment of the interest and amortization charges.” °° 

The whole question of foreign borrowing was a fundamental issue 
for Schacht during the Weimar period. He told the German Bank 
Committee in 1929 that “this dependence of the German currency 
upon foreign countries made the problem of foreign credits the 
central factor in Reichsbank policy”.® 

It was not that Schacht objected to foreign loans per se, but rather 
that he opposed all short-term loans and any other loans which were 
used for non-productive purposes.*! In order to oversee the use made 
of foreign credits Schacht advocated centralized control of public 
funds. Decentralized control caused municipalities to levy high taxes, 
taking funds from legitimate businesses, and encouraged careless 
luxury spending. 
In view of the lack of capital in Germany the necessity for recourse to 
foreign borrowing is self-evident: and, in so far as production can be satis- 
factorily increased with the help of foreign loans, there is no objection to be 
made. In the case of private enterprise it may be assumed that this condi- 
tion is usually fulfilled, since private undertakings are obliged to make 
accurate estimates of the possibilities of profit. There are of course objec- 
tions to be urged against private no less than public loans where it is a 
case of excessive or unprofitable borrowing, having regard to the possibility 
of future changes in the conditions governing prices and production. 


Schacht wanted the Reichsbank to control all public funds. This is 
indicated by the following statement in Annual Report of the Reichs- 
bank, 1927. 


A uniform administration of all these funds in the interests of the public 
remains nevertheless a necessity; unfortunately this necessity is not always 
appreciated as yet. ... Only a central money market is in a position to 
distribute its funds to all parts of the Reich. The Reichsbank has increased 
the possibilities in this direction by the introducton of its telegraphic clear- 
ing system. Thanks to this system ... the administration of public money 
is (so to speak) rationalized, and the excessive formation of reserves and 
scattering of resources is prevented. ... 


59 Schacht, Das Ende der Reparationen, p. 150. 

60 Die Reichsbank, p. 153. 
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Germany is not rich enough to allow herself the unprofitable employment 
of capital.® 


Schacht steadily opposed the borrowing of foreign money by public 
bodies. 


The more strongly the leaders of a central bank feel their responsibility for 
the currency and credit problems which are fundamental to all economic 
progress, the more emphatically will they insist upon economy and simplici- 
ty. ... There was no excuse for the national government, the provinces, or 
the municipalities to borrow money abroad to make up their budgetary 
or treasury deficits. . . .64 


The Reichsbank directorate backed this policy. “From the year 1924 
on, the Reichsbank incessantly took its stand in opposition to this flood 
of foreign short-term money.” ® Schacht warned the Central Associa- 
tion of German Bankers on this subject as early as December 1924, 
and continued to do so, speaking about it to all responsible groups, 
including the government, on all possible occasions.** He admitted 
only four legitimate purposes for foreign loans: the strengthening of 
gold reserves of the Reichsbank; the purchase of raw materials, the 
promotion of exports; and the strengthening of agriculture. 

Schacht, in speaking of the tasks facing the Reichsbank at this time, 
said that it had to promote intensification of production, economy in 
industry, and domestic capital accumulation; arouse confidence in 
Germany's credit capacity, get favorable terms for German long-term 
loans; and see to it that capital was used productively.®* The Reichs- 
bank 


was forced to assume leadership in every field of economic life and to use 
its own judgment as to what constituted economic welfare for the nation. 
Thus ... we see the Reichsbank using its influence to bring about ob- 
jectives considered by it desirable, and we see it using techniques that were 
unheard-of in pre-war days. At times it was successful in attaining its 
objectives, at other times it was hampered by factors beyond its control; 
but always it was deeply concerned with qualitative regulation of the 
whole economy. ® 
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The two most important tasks which faced Schacht as President of the 
Reichsbank and Currency Commissioner were the maintenance of the 
stability of the currency and the provision of cheap credit to legitimate 
trade and industry. The carrying out of these two policies led to 
credit restriction, and therefore to the qualitative direction of funds 
into “desirable” channels.” In early April, 1924, there was a complete 
stoppage of Reichsbank credits 71 and as outstanding debts were repaid 
credits were gradually realloted to desirable business. The immediate 
result was further deflation, which ended the speculative boom and no 
doubt achieved the desired currency stability.” There is no doubt either 
that it caused a very considerable upswing in the number of bank- 
ruptcies. The bankruptcy filings from March, 1924 through July, 1924 
tell the story adequately: March — 68; April — 188; May — 322; June 
— 579; July — 1173.73 Of course, it is not possible to determine how 
many of these were merely speculative ventures and how many were 
bona fide industries important to economic welfare, but it was a con- 
dition necessary to the readjustment of both the credit situation and 
the German economy generally.7* Overexpanded enterprises left over 
from the inflation period had to be squeezed to make room for rational- 
ized and cheapened production. Those businesses which had existed for 
the past two years on credit and were unproductive and unable to pay 
their debts had to be forced out. By removing them the banks could 
make funds available for productive enterprises.” 

This whole period is one of economic readjustment and reorgani- 
zation. The process of rationalization made cheaper production possible 
and therefore the further development of sound business.”* The sharp 
deflationary policy was carried on until the spring of 1926. In general 
the whole German economy became stable after that point.’? The large 
number of business failures from the summer of 1925 on caused a loss 
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71 Die Reichsbank, p. 63. 
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of faith in Germany’s ability to pay, with the result that it became 
more difficult to get long-term loans, while the high interest rates 
caused short-term loans to flow in rapidly.7* 

It has been shown that the Reichsbank discouraged all borrowing 
that did not go directly into productive employment, especially to the 
increase of exports. Within this policy it attempted to limit short-term 
loans and encourage long-term loans, and from 1924 to 1929 it con- 
stantly urged the conversion of short-term to long-term loans. At the 
same time everything possible was done to prevent any borrowing by 
public bodies.” 

There can be no doubt that Schacht and the Reichsbank were the 
central figures in bringing Germany back to some semblance of nor- 
mality in its economic life. The Reichsbank had taken the lead in 
pulling the nation out of chaos; it maintained and enforced its author- 
ity in the first year after stabilization through its strategic position as 
the sole source of credit in the starved economy." 

At the end of the purification process Germany was in a much 
healthier condition than she had been since the inflation. Means had 
been drastic, but by the middle of 1926 the economy began to show 
signs of marvelous recuperative powers. The currency was stable and 
had been so for two years. Foreign confidence had been restored. 
Industries had been consolidated and refashioned into efficient pro- 
ductive units and were on the verge of the modernization and rationali- 
zation which were characteristic for the next two years.*! The internal 
tax burden had been decreased and was in the process of being more 
completely reformed. Domestic savings were increasing, the money 
market had been rebuilt, and total cost of short-term credit had de- 
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creased. For the first time since the war the trade balance showed an 
excess of exports Over imports. 

During the earlier part of this period Schacht was one of the leading 
figures in the German Democratic Party, which he helped form in 
1918, and which was democratic and liberal in its views.8? The Demo- 
crats had the chief role in the formulation of the constitution, the chief 
architect being Hugo Preuss, one of its founders. “With their pro- 
gramme embodying national sovereignty, universal suffrage, and the 
rights of the individual and of private property, they sought a strong 
bourgeois and parliamentary republic, which should avoid both a 
Junker militarist reaction and revolutionary socialism.” §* Schacht 
claims to have formulated the first appeal to the electorate, which 
called for restoration of law and order, announcement of the earliest 
possible date for elections to the national assembly, establishment on 
a constitutional basis of a German Republic, heavy direct taxation, and 
maintenance of private property and the individualistic economic 
system. The appeal also demanded a foreign policy “which is based 
on the spirit of lasting peace and at the same time assures the place 
of Germany in the world”.®° In 1926 Schacht severed his relation with 
the party. He has said that this move was made in opposition to the 
expropriation of the German princes’ private property. It is possible 
that his reasons were far more complex and that the rapidly declining 
strength of the party may have served as one determining factor.* 

Schacht refrained from joining any other party then or later.® 
82 January to June, 1926. Great Britain, Department of Overseas Trade, Eco- 
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However, from this time on he was moving toward the right in Ger- 
man politics without making any close political ties. Gradually his 
position shifted until he was cooperating with the German People’s 
Party in 1929, and then he moved still further to the right.* This 
constant shifting may be attributed partially to Schacht’s character- 
istics which may be traced consistently throughout his career as 
Germany’s chief fiscal expert. He believed that “national feeling is 
not a right, but a duty”..° In formulating the Democratic Party's 
platform in 1918 Schacht demanded a foreign policy which would 
assure Germany her place in the world. “The world must be shown 
that the strength of the German people cannot be left out of account 
in perpetuity.” ®! Much later, when asked about his reasons for aligning 
with the National Socialists, he replied, “I want a big and strong 
Germany; and to achieve that, I would even ally myself with the 
devil”. 

This characteristic certainly helps explain and evaluate Schacht’s 
role in German national life. One writer went overboard in his sum- 
mary: 

Schacht is a man of outstanding ability, of statemanlike qualities, and of 
exceptional strength, but unscrupulous in his methods when the interests of 
Germany are at stake. He is considered to be the most Machiavellian 
statesman in Europe.% 

His egotism led to an overweening ambition. Undoubtedly both 
nationalism and egotism are sufficiently documented in each period 
of his life. He has referred to himself as the “Economic Napoleon 
of the Twentieth Century”. His belief in himself as a man of destiny 
not subject to many of the rules governing ordinary men is a domina- 
ting feature in his career. One of his critics contends, “it is certain 
that the belief to be ‘destined for great things’ has been Schacht’s 
leitmotiv throughout his life”.® 
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These qualities would not fully explain the shift to the right, were 
it not for the fact that none of the aspects of the Weimar Republic 
which he objected to were showing any signs of change for the better. 
His attitude toward foreign loans has been shown. He had spoken out 
against excessive and non-productive public spending from the very 
beginning. He called for a balanced budget for municipality, state, 
and nation with no success. While he had cooperated with the former 
Allied Powers in the matter of reparations since entering public life, 
he saw no signs of their cooperation with him in regaining German 
sovereignty. Even in the Reichsbank he had to contend with repre- 
sentatives of foreign powers. Their assistance in formulation of policy 
constantly served as a remainder of the loss of sovereignty. While he 
had tried to pay Germany’s reparations debts he had found that the 
debtors refused to allow Germany to compete with them in the 
foreign markets, and as a result it was impossible to maintain a 
favorable balance of trade. He sincerely believed that the only way 
Germany could pay her debts was through an excess of exports over 
imports; otherwise all outpayments were simply a part of Germany's 
working capital and would result in further curtailment of Germany’s 
ability to pay, as well as a constant lowering of the living standard. 
As a nationalist he could not see the justice of Germany’s not being 
allowed to negotiate as a fully sovereign power. 

Despite all these disagreements in principle with the Weimar Re- 
public he was still fully cooperating with the government when, as 
Reichsbank president, he was sent to Paris in February, 1929, to serve 
as the chief of the German delegation to the Committee of Experts 
on Reparations. It should be borne in mind that Schacht did not 
change in his beliefs on any of these basic matters. He worked with 
the Weimar Republic, criticizing any opposition to his well-publicized 
policies, and moving politically to the right as it became clear that 
he could not prevail politically through economic measures. This same 
characteristic will be obvious during his period of collaboration with 
Hitler. 


Il 


ECONOMICS VERSUS POLITICS: 
YOUNG PLAN AND AFTERMATH 


The June 1928 report of the Agent General for Reparations, S. Parker 
Gilbert, reviewed the development of the Dawes Plan as a whole. 
It pointed out that Germany had made her payments promptly and 
regularly and that recently there had been an increasing sense of 
responsibility on the question of public expenditures and borrowings.’ 
However, Gilbert emphasized that the Dawes Plan was not definitive 
and suggested that the situation in Germany and in Europe would be 
improved if a final settlement were quickly achieved.* He indicated 
that Germany’s condition demanded a solution to the trade balance 
situation and that this was no longer simply a German domestic 
problem.* This was not a hasty decision on the part of Gilbert. Six 
months earlier he had hinted that the time was approaching for a 
definitive settlement, and the entire report of June 1928 was slanted 
in such a way as to indicate the advisability of such a move.* 

In accordance with his suggestions representatives of the interested 
governments reached an agreement in September 1928 on “the neces- 
sity for a complete and definite settlement of the reparation problem 
and for the constitution for this purpose of a committee of financial 
experts to be nominated by the six governments”.> Out of this agree- 
ment came the Young Conference which was convened in the spring 
of 1929. 

It could be seen that the spirit of cooperation present at the Dawes 
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Conference was not likely to be achieved at Paris. In 1924 Germany 
was a completely crushed country which had to be helped in order 
to pay reparations.’ The Dawes Loan provided four-fifths of the first 
annuity.® By 1929 the creditors had seen her remarkable recuperative 
powers and could recognize a definite potential international competi- 
tor. Germany, under Schacht’s guidance, had geared the whole econ- 
omy to development and expansion of export industries and was ready 
to take advantage of any opportunities. At the same time Schacht 
constantly preached that Germany could not continue paying repara- 
tions except if her exports increased.!° Yet the Allied Powers refused 
to make concessions either in trade or reparations. If one became an 
absolute necessity, the Powers would grant concessions on reparations 
before any lowering of tariff walls.11 

From Germany’s point of view the economic argument was sound. 
Reparations had been paid out of foreign loans and capital goods.’ 
She could afford to continue borrowing in order to pay only if she 
could be guaranteed an improved trade balance. This had been recog- 
nized even in the Dawes Plan. * The political situation complicated 
the issue. Germany's international prestige was very low. Her pride 
had suffered a great loss with the Versailles Treaty and its war guilt 
clause. The presence of French troops in the Rhineland was a constant 
source of irritation to all Germans and a point of attack for the oppo- 
sition to the government. Germany was ready to sacrifice economic 
considerations in order to gain recognition from the world of her 
sovereignty." 

The choice of Schacht as chief of the German delegation to the 
Paris conference was approved by almost all elements in Germany. 
The government coalition was composed of five parties, ranging from 
the Social Democrats to the German People’s Party, and the news- 
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papers from the Socialist Vorwérts far to the right weré of the opinion 
that Schacht was the proper choice.'* The London Pact, of which the 
Banking Law was a part, had made the Reichsbank and its president 
an intimate part of the reparations questions and had endowed them 
with an independent responsibility close to that of the political leaders 
of Germany.'* The influence of the Reichsbank on questions of 
credit and currency had been internationally determined. Any solu- 
tion of the reparations problem had to depend on Germany's capacity 
to borrow and to pay, and also on the capacity and willingness of 
foreign capital markets to lend money. It was obvious that in any 
reparations solution the Reichsbank had a responsibility to give its 
judgment." 

The unanimity with which he was chosen should not indicate that 
Schacht and the government were always in agreement.!® On the 
contrary, Schacht often criticized the government for its financial 
policies and had done so consistently since 1924. His chief objection 
lay in the attitude of the Socialists toward public expenditure and in 
the reckless policy of borrowing on short-term credits. As early as 
1926 Schacht stated to a Reichsbank subcommittee that for more than 
two years he had continuously emphasized the dangers inherent in 
such a policy.’ 

From a purely economic point of view, no doubt Schacht was right. 
It is difficult to find fault with the idea that a state has no more 
business borrowing money for frivolous expenditure than does an 
individual. But, and this must be recognized, there was much more 
at stake than merely economic reason. The young Weimar Republic 
was founded under an awful shadow, and in order to survive, it was 
necessary for it to offer the people some concrete examples of its 
virility. This was especially true since the Socialists headed the gov- 


15 The government parties and the individual ministers are given in Ulrich 
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ernment, and certainly could expect to lose the support of the Socialist 
Unions unless the government spent money for many projects which 
Schacht considered “uneconomic”. It is not easy even for well estab- 
lished governments as those of England or the United States to in- 
stitute austerity programs. It was impossible for the Socialists of the 
Weimar Republic. Spending money borrowed on the short-term market 
no doubt was economically reckless and inherently dangerous, but 
Schacht should have realized that political reality took precedence 
and showed himself more cooperative in trying to assist the govern- 
ment. 

In June, 1927 Schacht was asked to attend a cabinet meeting which 
was concerned with Parker Gilbert’s latest report. The chancellor 
asked Schacht to give his views on Gilbert’s report which was critical 
of the whole financial policy of Germany. He was asked as an expert 
to deal with Gilbert’s unwarranted views. Gustav Stresemann, Ger- 
manys Foreign Minister at the time, reported in his diary that 


Schacht launched into an extremely sharp criticism of the financial policy 
of the Reich: he had been saying for two years what was now said by the 
Reparations Agent. The increase in the salaries of officials and the general 
financial situation was at fault. He did not believe that Parker Gilbert had 
any other object in view than to be able to say that German financial policy 
was in order. ... He identified himself in such a way with Parker Gilbert 
that at the close he asked that it might not be assumed from his attitude 
that he had in any way influenced Parker Gilbert’s report.2° 


Some of the ministers were quite agitated by Schacht'’s attitude, one 
of them going so far as to accuse him of representing the interests of 
Germany’s creditors against the interest of the German people.” 

Despite the irritation Stresemann felt at Schacht for agreeing with 
Gilbert in the cabinet meeting, the Foreign Minister took the same 
view toward the financial policy of the various governments in 
Germany. 


I will not conceal the fact that the policy of the States and municipalities 
causes me great anxiety from the foreign-political point of view. ... The 
fact that the Prussian State has provided 14 million marks for the recon- 
struction of the Berlin Opera House ... suggests to the whole world that 
we are obviously rolling in money. No victor State has spent such sums.?2 


20 Gustav Stresemann, Gustav Stresemann Vermdchtnis der Nachlass in drei 
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Stresemann continued with a long list of further uiproductive ex- 
penditures, inveighing against. them with biting sarcasm, and then 
asked, 


Will you please have the kindness to tell me what answer I am to make to 
the representatives of foreign Powers when they tell me that all these 
things give the impression that Germany did not lose but won the war? 
I am at the end of my Latin in the face of these reproaches.23 
Stresemann ended the letter by saying that Schacht’s continued criti- 
cism was unfounded and that his polemics were exaggerated, but he 
was in many respects in agreement with them.” 

The Committee of Experts on Reparations originated with the de- 
cision of the Belgian, British, French, German, Italian, and Japanese 
governments “to entrust to independent experts the task of drawing 
up proposals for a complete and final settlement for the reparation 
problem”. Two experts were to be chosen from each of the six par- 
ticipating countries and two from the United States, with each of the 
experts empowered to appoint an alternate.?® 

When the committee met in Paris their attitude was that of busi- 
ness men dealing primarily with economic and financial problems. As 
such they attempted to avoid political considerations.2” They soon 
discovered that this was not possible. Schacht’s government had 
actually had informal conversations with representatives of other gov- 
ernments concerning the size of the final annuities. Stresemann made 
notes of a conversation between Gilbert and himself on November 
18, 1928 in which Stresemann said he found that France and England 
“have so fixed their demands that a final total may be expected of 
between 2.1 and 2.2 milliards”.”* Gilbert said “the sole purpose of 
France and England is to make clear to Germany within what limits 
they could accept a report by the experts. ... The experts will, of 
course, be completely free in their decisions.” 2° Stresemann replied: 
“It looks to me like an extremely restricted freedom”.®° This meant 
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that Schacht was in reality bound by political commitments when 
he arrived in Paris for the negotiations. He had attempted to avoid 
this by an exchange of letters with Chancellor Miller, and claimed 
later that he had not known until he arrived in Paris that he was not 
free.*! Later, before the Reichstag, Miiller admitted the conversations, 
but insisted that they did not bind Schacht and further stated that 
Schacht knew of the discussions.3? While Schacht is too vituperative 
the probability is that his story is the more accurate.® The situation 
was further complicated by the widespread newspaper coverage. Cor- 
respondents often got figures, but not terms, and when published in 
this manner they left false impressions and caused difficulties in the 
committee’s work.®4 

The negotiations began on February 11, 1929 when Owen Young 
was unanimously chosen chairman.* It was conceded on all sides that 
the experts met in an atmosphere of good will. Schacht had a good 
press at the time, even in Paris. He worked on the assumption that 
Germany had not come to the conference as a suppliant and spoke 
as an equal among equals, while his sincerity was favorably com- 
mented upon.** He carefully kept a balance between his desire to 
make the best possible terms for Germany and the general European 
situation, pointing out that if there were a financial catastrophe in 
Germany it would spread throughout Europe.* 

As the conference continued, however, the French attitude gradual- 
ly shifted away from Schacht and away from any concessions what- 
soever. He was accused of procrastinating, of coming to the conference 
with no idea of making a settlement, and of using the conference to 
further his own political ambitions. The Press was quite firm in 
its estimation of what could be accepted and allowed for no con- 
cessions.?® Schacht finally appealed to the French Press for patience 
in view of the importance of the negotiator’s object, “that is to say the 
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financial settlement of the international revenues during several de- 
cades and, in fact, the definitive liquidation of the war”.*® He took the 
position that the discussions had so far been very friendly and that 
good will was sought on all sides. Therefore the Press should follow 
the lead of the experts and have patience.*? Despite this appeal the 
French Press increased the tempo of the attack, accusing him of 
purposely putting off the moment for making a definite offer.‘ There 
is apparently no truth in the alleged procrastination. At this time there 
was an increasing prospect of an early settlement and a definite feeling 
of optimism pervaded the conference. It was expected that a settle- 
ment of both reparations and evacuation would be reached by normal 
development along the lines then being followed.# 

When the Allies separately turned in their demands on Germany 
during the first week of April Schacht pointed out that collectively 
they amounted to more than the Dawes Plan had called for. France 
demanded 50,000,000,000 francs for the devastated areas alone, aside 
from enough to pay Allied debts.“ All the countries had large de- 
mands, yet the correspondent of The Times wrote that 


A factor which is not making the negotiations easier is the decided stif- 
fening in the French attitude which has been reflected in the Press for the 
last two weeks. Open complaint is beginning to be made by some of the 
French newspapers against what they regard as the excessive advantages 
presented to the German delegation.‘ 


Both the American and British delegations were seriously annoyed by 
this attitude, “since they regard such an attack as a serious hindrance 
to the work of the Committee”.* 

While the French Press was bemoaning the advantages given Ger- 
many the German newspapers unanimously described the Allied offer 
of April 13 as impossible, and suggested that if this were the best offer 
there was little hope of agreement.** This is much further than Schacht 
went, who, in thanking the Allies for their concessions, contented 
himself with the remark that they were “largely illusory”.*7 He took 
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a very conciliatory attitude and asked for further information which 
would enable him to understand.4* During this entire period there 
raged a continuous battle between the French and the German 
presses. 

The Allied proposal drew from the German delegation a memo- 
randum which Schacht had drawn up. This was read to the plenary 
session on April 17 and sent into a sub-committee headed by Lord 
Revelstoke, the British delegate. The proposal was divided into two 
sections, Schedule A proposing one set of figures based on concessions 
to Germany by the Allies, and Schedule B proposing a second set, 
based on the supposition that the Allies might refuse the concessions. 
Both plans provided the same unvarying annuities for the same period 
but were differently composed.*® Nothing was mentioned in the Press 
about this memorandum until April 19. Then the French Press broke 
out with vitriolic attacks on Schacht’s memorandum. He was accused 
of doing everything in his power to break off negotiations, of demand- 
ing political concessions, and of delivering an ultimatum. The memo- 
randum was said to be a derisive offer and so far below that of the 
Allies that Schacht could not possibly expect it to serve as a basis for 
serious discussion.** By April 20 the Press reported that the conference 
was expected to end at once and spoke of the absolute intransigence 
of Schacht. If the conference ended the responsibility lay solely with 
Schacht.5! Even The Times reported that the memorandum was an 
ultimatum and that Schacht let it be understood that his offer had to 
be accepted in its entirely or not at all. This article assumed further 
that Schacht had orders from Berlin to sever negotiations. It was even 
expected that Berlin was “ready for the presentation of a demand to 
the Occupying Powers for the total and immediate evacuation of the 
Occupied Territories in the Rhineland”. 

It is difficult to report the extremes to which the Paris Press went in 
the attack. When the British representative Lord Revelstoke died on 
April 19, 1929, one reporter accused Schacht of killing him by his 
tactics, of forever destroying the spirit of Locarno, and of endangering 
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the peace. It was not the Press alone which engaged in the frenzy. 
The French Premier, Poincaré, in a speech at Bar-le-Duc which was 
reported as an important political statement, reiterated the French 
demands for payments enough from Germany to pay France’s debts 
to the Allies, plus compensation for war damage. He regretted that 
the German delegates had checked the work of the experts and de- 
clared that France would be content to return to the Dawes Plan.*4 

While this frantic display of inaccurate reporting ran its course 
Schacht made every effort to assure the conference and the world 
that his memorandum was not an ultimatum and that he had not 
presented any political demands, either in the memorandum or in the 
course of the negotiations. The memorandum constituted only a basis 
for bargaining and was no more an ultimatum than that of the Allies 
had been. He made it clear that he wished the work of the committee 
to continue. 

Schacht’s statement that his memorandum presented no political 
demands and no ultimatum needs examination. Certainly he did not 
wish the conference to break down, and obviously the memorandum 
was meant as a basis for bargaining, but clearly Schacht intended to 
use every available technique to squeeze concessions from the former 
enemies. Exactly what he had in mind with the memorandum is not 
possible to ascertain, but at home his figures were not considered too 
high, nor was he viewed as being too difficult. The German Press, 
with the exception of some left-wing Socialist papers, insisted from the 
beginning that the memorandum was not an ultimatum. The whole 
reaction was one of “pained surprise”.** The Nationalist Press dis- 
missed the figures of Schacht as quite impossible, and more moderate 
newspapers hinted that responsible financial and economic circles 
regarded Schacht’s offer with some misgiving. Even in official circles 
a certain astonishment was expressed that Schacht should have men- 
tioned such a high figure.5’ Berlin remained relatively calm except 
for strong complaints, in official quarters no less than elsewhere, at 
the manner in which the news of the day’s proceedings was treated 
in messages from Paris with a semi-official association.5® The Havas 
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News Agency message sent out during the night of April 19 gave the 
erroneous impression that the conference had collapsed. The German 
memorandum was quite inaccurately reported to the effect that the 
German experts had demanded return of the colonies and revision 
of the Polish Corridor frontier.5* 

Schacht and Dr. Vogler, the second member of the German dele- 
gation, went to Berlin to discuss the matter with the cabinet. After a 
careful study of the memorandum, they issued a joint communiqué 
on the afternoon of April 21, 1929.*t While this added nothing to what 
Schacht had said repeatedly, it did lend official weight to his words. 
Actually that part of the memorandum which had been interpreted as 
an ultimatum had not been discussed by the experts, either by sub- 
committee or plenary session.*? Lord Revelstoke’s subcommittee had 
refused even to discuss the first plan and the plenary session at which 
it [the second] was to have been discussed on April 19 was never 
held. Lord Revelstoke died at an early hour on that date and all 
meetings were suspended until April 23, 1929.6 

The manner in which the whole matter exploded and was carried 
to such extremes indicated that there was official government approval 
at the very least in the attitude of the French newspapers. It is prob- 
able that the initial articles were officially inspired, since Schacht had 
said everything that was mentioned in the memorandum as early as 
February 14 when it was accepted very quietly by the entire Press.*4 
A careful study of the French newspapers between April 17 and 28, 
1929 is further indicative of official inspiration. Certainly the news- 
papers and government spokesmen took a different view from that of 
French representatives on the Committee of Experts.® In reality the 
Allied Memorandum was as much an ultimatum as Schacht’s answer 
to it, in the sense that the total sum required of Germany admitted of 
no reduction.* 
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The possibility must be considered that especially the French hated 
the idea of the new-found German strength and despised having a 
German take so strong a position. The French government may also 
have been sending up a “trial balloon” to see how much support 
Schacht had. 

According to Schacht it was the chairman, Owen Young, who kept 
the conference from collapse. He remained calm in the face of tre- 
mendous pressure from all sides and sought, by making his own 
proposals, to reconcile the very different figures of the two parties.®7 
When Young made his proposals the German government apparently 
forgot that its experts were supposed to be free agents. A cabinet 
resolution was forwarded to Schacht on May 8 which expressed “un- 
animous ... acceptance of the Young proposal unavoidable”.®* The 
government arrived at this conclusion because it felt rejection of the 
Young proposal would cause the immediate break-up of the conference 
without assuring resumption on an economic or political basis. The 
government regarded a break-up as “fraught with serious political and 
economic dangers”.®® 

Before this resolution reached Paris the two German experts had 
informed Young that they were ready to accept his figures in principle 
if certain assumptions and conditions which they outlined to him 
were fulfilled. One of the major conditions was the so-called Revision 
Clause.”° The total annuity had been divided into a postponable part 
and a non-postponable part; in case the German government should 
avail itself of its right to postpone the first part, a Special Advisory 
Committee of the proposed Bank for International Settlements was to 
meet at once, study Germany's economic situation, and report upon it 
to all concerned. The governments might then deduce from this report 
what measures were appropriate. Germany would participate in these 
steps. It was conceivable, for instance, that the committee would 
report that the reparations payments were too high for Germany's 
economic situation and should be reduced. Such an opinion would 
have no legal effect but it would doubtless have some effect upon 
political decisions.71 Despite the absence of positive evidence, it must 
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be assumed that Schacht felt himself capable of influencing the 
Special Advisory Committee in Germany’s favor. 

Dr. Vogler considered this clause inadequate and resigned. This 
caused another flurry of speculative reporting in the Paris newspapers. 
He was accused of various ulterior motives, although every indication 
was that he simply felt that the amount of protection afforded Ger- 
many was inadequate.” Schacht recognized that since the experts’ 
task was to reach a complete and final settlement it would be impos- 
sible to obtain a revision formula which was more fundamental and 
extensive.” The Young Plan also proposed unequivocally that all 
controls, special securities, pledges and charges — which must include 
military and political sanctions — should be dropped, being replaced 
by the solemn undertaking of the German government.” [t seemed to 
Schacht that this Revision Clause and the ending of foreign controls 
at least provided an adequate handle by which the reparations ques- 
tions might, free from any unusual political pressure, be brought up 
for renewed discussion, should Germany’s economic situation make 
that necessary. 

The insertion of this provision for a Special Advisory Committee which 
might be called together at any time made it possible for the Allies to ac- 
cept the Young Plan as a complete and final settlement, and made it pos- 
sible for Germany to feel confident that, when freed from political sanc- 
tions, she could trust this permanent advisory committee to apply economic 
reason if her burdens became unendurable.75 ; 

Before leaving Paris after the signing of the Young Plan Schacht spoke 
before the Agence Economique et Financiére on the significance and 
the consequences of the Young Plan. 

The Young Conference signifies the financial liquidation of the war. With- 
out this financial liquidation the political and moral liquidation would not 
be possible. But the realization of the financial liquidation will only be 
possible when the war is liquidated, not only politically, but also morally. 
We must all be decided to direct our views, not toward the past but toward 
the future.7¢ 

He insisted that future Franco-German cooperation was essential. 
The different qualities of the two countries predestined them to co- 
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operation. He called on leaders of both countries to work together so 
that they would become complementary in industry, commerce, and 
finances. In this way the political problems of the two peoples could 
be solved.” 

Schacht spoke at Munich on June 28, 1929. In this address he said 
that while the results of the Paris conference were by no means satis- 
factory, he accepted full responsibility for the Young Plan, and in- 
sisted that all responsible quarters in Germany honestly and earnestly 
try to make the required payments. The final result would depend on 
international cooperation in the economic policies toward Germany, in 
the matter of enabling her to increase her exports. A major reason for 
accepting the Young Plan was that a policy of understanding offered 
the only possibility, by patient and peaceful work, of getting out of a 
disastrous situation. A violent policy of liberation was impossible. 
Germany’s economic recovery depended on foreign financial confi- 
dence. Therefore Germany must convince the world that she was 
trying to fulfill her obligations.’ 

The basic differences between Schacht’s position and that of the 
French was expressed by Aristide Briand about a month later. He 
represented the position of the French government by insisting that 
the Young Plan must constitute a definite settlement which could 
never be discussed further.’* Schacht signed the Young Plan with the 
idea that “it is fundamentally mistaken and bad tactics, too, to under- 
rate the possibilities of revision, change and settlement which the 
Young Plan offers”.8° For that reason he was increasingly displeased 
that the Miiller Cabinet failed to take the necessary steps to utilize 
these possibilities. “It confined itself to rejoicing that it had for a time 
escaped its immediate difficulties, and that it could continue its policy 
of senseless expenditures and of heaping credit upon credit.” *! He 
objected to the fact that in the months following the signing of the 
Young Plan the Reichsbank was kept even less informed than previous- 
ly as to the course of reparations policy at home. Only once during 
the first Hague conference was he invited to give an opinion upon a 
provision of the Young Plan. That was upon the question of eventual 
renunciation of the so-called “overlapping surplus”.® 
7 Ibid. 
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According to the Young Plan the Dawes payments made during the 
months of April-November, 1929 were to be used only to cover the 
requirements of the creditor nations during these five transition 
months, including the outpayments (Interallied debts) for the year 
ending March 31, 1930. The disposal of the surplus, amounting to a 
few hundred million marks, was to be adjusted with the German 
government.” In the Paris negotiations it had been clearly suggested 
on al) sides that any such surplus, the amount of which could not then 
be calculated because of uncertainty as to the transition costs, should 
go to Germany. The overlapping surplus was sacrificed at The 
Hague.“ 

Despite Schacht’s objections to the changes made in the Young 
Man at the first Hague Conference, he made no public protest at that 
time. “We had thrown away some hundred million marks, but in the 
lust analysis it was not of decisive importance whether it was 40 
billions or 40.4 billions that we would be unable to pay.” * None of 
the other concessions was of great weight. On the other hand, the 
Allies had accepted the Young Plan and all the participants regarded 
its definitive ratification as a mere formality." So Schacht went with- 
out particular distrust to Baden-Baden to help plan the Bank for 
International Settlements.*7 The development of his position on the 
use of the Young Plan as a point of departure for gaining further con- 
cessions may be seen in a memorandum he presented to the Organi- 
zation Committee for the Bank. It contained a carefully compiled list 
of all points in the Young Plan to safeguard Germain intcrests.%* 
jetween the two Hague conferences the German government ignored 
Schacht in working out decisions concerning the operation of the 
Young Plan. Schacht rather petulantly protested this treatment. “Al- 
though almost all these questions dealt with interpretations of the 
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Young Plan, the German government did not once venture to ask any 
question of the leader of the German experts.” * 

Schacht has insisted ever since 1929 that when he got back from 
Baden-Baden in late November 1929 he discovered more or less by 
accident that the German government was deliberately leaving him 
out of consideration in making decisions with which the Young Plan 
dealt. He singles out the fact that the government was busily nego- 
tiating treaties with Poland and other foreign governments concern- 
ing the liquidation of German property. The Young Plan stated that 
outstanding questions concerning such property should be settled 
within one year after the plan came into force by arrangements be- 
tween the governments concerned and Germany.®! Schacht claims it 
was a gross error to negotiate the treaties until after the ratification 
of the Young Plan and that every effort should have been made to 
gain concessions.*? He immediately took steps to inform the govern- 
ment that such procedure was not according to the Young Plan, and 
when he was ignored had to decide whether he could silently permit 
the Young Plan which bore his signature “to be thus flouted by the 
German government”.% 

According to Schacht, after the Paris and the first Hague con- 
ferences had been concluded, the German government faced two great 
tasks. In the first place 


it was its duty to avail itself once for all and with the utmost stubbomness 
of all the favorable provisions of the Young Plan — and a mere reading of 
the Young Plan reveals a whole series of opportunities for an active German 
reparations policy — and in the second place, it should have applied the 
utmost energy to the task of regulating its budget and assisting German 
industry by every possible economy in all public undertakings. It did 
neither of these things; it did not even take them in hand. Without waiting 
to be pressed, it sacrificed some of the most valuable provisions of the 
Young Plan, did nothing to make use of others, and permitted German 
finance and German industry to sink still lower.% 


Schacht had requested permission before he agreed to serve as an 
adviser at the first Hague conference to express publicly his point of 
view, in case it should differ from that of the government. This was 
granted early in December, 1929 and on December 6 he published a 
90 Ibid.; Hjalmar Schacht, 76 Jahre meines Lebens (Bad Worishofen, Kindler 
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memorandum on the Young Plan.* In this memorandum Schacht said 
that because he had negotiated and signed the Young Plan he was 
made partially responsible in the eyes of the German people and the 
world for its proper institution and execution. Decisions and measures, 
both inside and outside Germany, had been taken by others which 
endangered the intentions and success of the plan. It was for this 
reason that he felt the urgency of issuing the memorandum. 

Schacht declared that he had recommended the acceptance of the 
Young Plan on two basic assumptions. 

The first was that the joint recommendations and provisions contained in 
the Young Plan would be fully accepted and observed by all the Powers 
concemed. The second was — and as to this, long and repeated conversa- 
tions have taken place between the Reich Government, on the one hand, 
and my German colleagues on the Experts’ Committee and myself, on the 
other — that German financial and economic policy would be put on an 
orderly basis and directed towards the easier bearing of the burdens of the 
Young Plan.%7 

There was certain justification for Schacht’s attitude. The Young Com- 
mittee had ended its report by saying 

we regard our report as an indivisible whole. It is not possible, in our 
opinion, to achieve any success by selecting certain of our recommenda- 
tions for adoption and rejecting the others, and we would desire to accept 
no responsibility for the results of such a procedure nor for undue delay 
in giving execution to our plan.% 

Chancellor Miller admitted before the Reichstag that Schacht and 
the government had been engaged in discussion concerning the im- 
provement of Germany’s financial and economic policy. 

The memorandum continued by saying that six months had passed 
since the signing of the Plan, and during that time neither the foreign 
governments nor Germany had paid any attention to the two basic 
assumptions. Schacht explained that the foreign governments in ask- 
ing Germany to make a series of sacrifices of her capital and rights 
were acting contrary to the intentions of the Young Plan.!° This is 
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probably based primarily on that section of the Young Plan called 
“Liquidation of the Past” which calls for a “clearing up of these 
questions in a broad spirit of mutual concessions”.1% He listed six 
specific new financial demands which had been made on Germany 
without any real compensation which had not already been guaran- 
teed by the Plan itself.1? These new demands involved billions of 
marks, despite the fact that the Young Plan figures were maximum 
ones, including supplementary burdens.’ Such sacrifices and ad- 
ditional burdens as were being asked would hinder the accumulation 
of capital in Germany, upon which the Young Plan was premised. The 
lower current figures of the Young annuities had been devised with 
particular consideration to the present weakness of German finances. 
Therefore the Plan’s basic principle, which was to give particular 
heed to the immediate situation, was being violated.!°%* Apparently 
the chief basis of Schacht’s criticism in this section of the memoran- 
dum was his belief that the Young Plan offered excellent opportuni- 
ties for gaining further concessions for Germany, and he felt that the 
government was not taking advantage of them.1% 

Aside from these assumptions in regard to foreign policy, a further indis- 
pensable premise of the German experts in Paris was the determination of 
the Reich Government to establish permanent order in the financial affairs 
of the Reich, the States and the Communes, and to make possible the 
carrying of the heavy burdens of the Young Plan through measures of 
internal policy to aid German production. Since the signature of the Young 
Plan not the slightest thing has been done in either of these respects.1°6 
Schacht indicted the government in strong terms for having failed to 
make even a beginning toward the establishment of order in the 
budget and finances. He stated that instead of trying to remove the 
present deficits the government had steadily increased them, thereby 
causing a rise in short-term indebtedness which was dangerous.17 
Schacht was not alone in taking this position. Various German in- 
dustrial and commercial organizations had already expressed them- 
selves on the subject in substantially the same terms, making accept- 
ance of the Young Plan conditional on the realization of economic 
and financial reforms. These reforms included reduction of public 
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expenditure and easing of the charges on productive economy.1°8 

The memorandum was concluded by an expression of Schacht’s 
position as a signatory of the Young Plan. 

In good faith and with good will I helped to draw up the agreement of the 
Young Plan; ... I and all the others concerned in the drafting of the Plan 
considered it the only possibility of settling the reparations question and 
restoring peace to the world through mutual collaboration. This Plan is not 
a mere literary document; it is inspired by the full moral gravity and sense 
of responsibility of its authors not only towards their nations, but towards 
the whole civilized world. It must be insisted that the Governments do not 
now endanger this work of peace by introducing selfish interests. 19 

This selfishness of governments was directed just as much toward the 
German government as toward her creditors. “The present disordered 
state of finances and the constant threat of the floating debt are put- 
ting German freedom of action on the Young Plan under a pressure 
which is intolerable if the conclusion is to be a favourable one.” 11° 

Schacht was very careful to dissociate himself from the action of the 
German political right wing in making public his differences with the 
government. 

I have fought the agitation against the Young Plan with all possible vigour; 
I consider the plebiscite undertaken in the interest of this agitation to be a 
grave mistake, because it undermines a far-sighted and energetic defence 
of our interests. But just because I am in favour of the acceptance of the 
Young Plan I do not wish to have any part in its falsification.111 

The plebiscite he referred to was the “Bill Against the Enslavement 
of the German People” which was sponsored by Alfred Hugenberg, 
German Nationalist Party leader.1!? Schacht has been accused of sup- 
porting this plebiscite.‘ There is no evidence to confirm such an 
accusation. 

Despite the fact that the government had known of Schacht’s in- 
creasing misgivings and of his intention to publish them, it had not 
been informed as to form or date of their publication. The element 
of surprise lay in the distribution of the memorandum to the Press 
before it reached the government departments concerned. The Min- 
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isters only learned about it on the morning of Decemher 6 when they 
were questioned by telephone from newspaper offices. The memo- 
randum was like a bombshell and the fury in government circles could 
not be disguised.*14 

On the evening of December 6, the government issued a com- 
muniqué answering Schacht. The remarkable fact is that it completely 
ignored his references to foreign agreements and concentrated on his 
attack on its financial policy. The communiqué said that the attack 
came curing conversations on the subject. Although he had permission 
to express views on current affairs he had said it would be done in 
a harmless way. The government held that the memorandum in form, 
content, and time of publication was grossly inconsistent with his 
promise and refused at this time to enter into controversy. According 
to the statement the government had already decided to present out- 
lines of its financial program to the Reichstag during the following 
week, including measures for general financial reform, taxation re- 
form, improvement of the treasury’s cash position, and of the un- 
employment insurance system.'45 The evidence does not support such 
a claim. Every indication is that Schacht’s memorandum forced the 
government to take action which it had not planned. The cabinet met 
in an all-day session on December 9 to discuss the financial program, 
and it was announced that debate might be delayed because the de- 
tails had not yet been worked out.1!*® The communiqué stated that 
the Chancellor would introduce the program on the following Wednes- 
day to the Reichstag, to which the government alone was responsible, 
and would put it and the whole government policy to a vote of 
confidence.117 

While no one tried to dispute Schacht’s facts, all the parties except 
the extreme right criticized him for a publication which embarrassed 
the government at home and abroad. The leftist newspapers alleged 
that Schacht had strong political ambitions. The Berlin correspondent 
of The Times reported that one commentator said, “a Schacht dictator- 
ship is no more desirable than a Hugenberg dictatorship”."'8 
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By December 10, while the form and poor timing of Schacht’s me- 
morandum were still criticized, much of it had found widespread 
appreciation. Even the government parties agreed with Schacht that 
something should have been done about the financial situation long 
ago so that savings under the Young Plan could have been used 
effectively instead of being swallowed up in the general muddle. 
Even the Socialists, Finance Minister Rudolf Hilferding’s own party, 
were impatient.1!® 

Undoubtedly whatever the other effects of the memorandum it did 
stimulate the Ministry of Finance and the government into much- 
needed action. The government rushed through negotiations and 
Chancellor Miiller put its reform program before the Reichstag on 
December 12. At the same time he demanded a vote of confidence for 
the government policy in general and the reform program in particu- 
lar. He placed responsibility for the coming Hague Conference on 
the Reichstag. The speech began with an answer to Schacht but its 
effectiveness was weakened by the obvious effect of the memorandum. 
The government program contained a series of tax reforms which 
totaled an estimated reduction of about 800,000,000 marks, a greater 
sum than the difference between the Dawes and Young payments. 
On the other hand, provision was made to cover the treasury deficit 
by raising the beer and tobacco taxes and increasing the unemploy- 
ment contributions.12° 

At the same time that the Reichstag was debating the financial 
reform program, the Federation of German Industries was holding a 
special congress at which the economic situation was painted in very 
somber colors. The industrialists demanded far-reaching reforms. This 
was widely construed as part of an industrial offensive designed to 
put pressure on the government, or rather on certain of the govern- 
ment parties, and Schacht’s interventions seemed interwoven with 
the movement.’ On the same day the government presented its 
program and despite the critical political situation, two cabinet mem- 
bers of the German People’s Party, Curtius and Moldenhauer, attend- 
ed the congress. When Schacht’s name was mentioned before the as- 
sembled industrialists they indulged in a demonstration of approval.'”” 
A few days before the government’s program was presented, several 
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prominent German People’s Party members had defended Schacht in 
public speeches.1?8 

On the afternoon of December 12 Schacht discussed the govern- 
ment program with the Chancellor and Hilferding and presented his 
views in the form of a letter. He argued that the total of increased 
revenue must reach at least 500,000,000 marks if negotiations for a 
short-term loan to help the treasury over temporary financial difficul- 
ties were to be successful.!*4 

There was considerable difficulty in securing a vote of confidence 
in the Reichstag. The Democrats and the Center Party accepted the 
government program as a whole although they had misgivings on 
details which they hoped could be worked out later by negotiation. 
The German People’s Party was more precise. It agreed to support the 
two immediate measures only if the whole program was accepted as 
binding by the other government parties. The Socialists and Bavarian 
People’s Party would not bind themselves to the whole program. The 
Socialists’ position is interesting because the government was primarily 
composed of Socialists and this fact caused some to demand the gov- 
ernment’s resignation.’ 

The Reichstag crisis arose mainly through antagonism between the 
Social Democrats and the German People’s Party, the left and right 
wings respectively of the government coalition.1?* The German People’s 
Party, and especially its industrialist right wing, which adopted if it 
did not in some measure inspire the attitude of Schacht, took the view 
that the sound financial reorganization was impossible in the long 
run in cooperation with the Socialists. The proof of this lay in the 
Socialist Party’s refusal to accept a program presented by a chiefly 
Socialist Party cabinet. The People’s Party claimed that logically this 
should lead to the government’s resignation.'*7 

Because the government stood firm it managed to get a vote of 
confidence, 222 to 156, on December 14. Socialists, Democrats, and 
Center voted solidly for the motion except for two left wing Socialists. 
Fourteen members representing the industrialist right wing of the 
German People’s Party, which tried up until the last minute to get the 
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government to resign, openly voted against the motion while three 
abstained.”® Shortly after the successful confidence vote Schacht in- 
sisted on a bill providing for the establishment of a redemption fund 
for the floating debt. This led to another political crisis on December 
19. At one moment there was the possibility that the German People’s 
Party and other dissatisfied groups would, with the assistance of 
Schacht’s interventions, force the resignation of Hilferding.°° On 
December 16 the Chancellor asked Schacht to help the government 
bridge the payments at the end of December. He mentioned that 
Hilferding was negotiating for a new foreign credit in New York and 
asked Schacht to cooperate. Schacht told both Chancellor and Finance 
Minister that the Reichsbank regarded a foreign credit for such a 
purpose as disastrous and would not support it. If, however, the 
Reichstag would pass a law providing that the credit of 350,000,000 
marks necessary to bridge the end of the year should be repaid within 
the next budget year either out of increased taxes or out of reduced 
expenditures, then the Reichsbank would get the desired funds. The 
leaders of the government parties rejected the condition and Schacht 
refused to help raise the money. This situation continued for three 
days when the party leaders capitulated. The result was the so-called 
Lex Schacht which provided a redemption fund of 450,000,000 marks 
by March 31, 1931. Schacht then raised the money in Germany to help 
the government.1* 

A few days prior to this struggle the municipality of Berlin was 
refused permission to accept a twelve month credit of $15,000,000 from 
a banking syndicate in the United States. The Socialist advocates of 
unlimited municipal enterprises attributed the sabotage of their hopes 
almost entirely to Schacht.'*+ Schacht’s memorandum of December 6, 
1929 forced Hilferding to present his financial program too soon. Be- 
cause of his effort to please all five coalition parties, especially the 
industrialist People’s Party with its demands for reductions of direct 
taxation, it did not in Schacht’s opinion contain sufficient provision 
for steadying the dangerous cash situation of the treasury. Schacht 
took advantage of his position to hold up the government’s negotia- 
tions for a short-term foreign loan and forced the government parties 
to introduce a measure to establish a redemption fund for the floating 
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debt. The measure upset Hilferding’s financial program and brought 
about his resignation on December 21, 1929.1 

The campaign against Hilferding begun in the German People’s 
Party spread into other parties and was assisted by Schacht’s spec- 
tacular interventions. Opposition to Hilferding was quite strongly ex- 
pressed in the Democratic Party, as well as farther to the right, and 
found a good deal of sympathy in some Socialist quarters. Hilferding’s 
fall was brought about by a lethargy which withheld his theoretical 
brilliance from practical application to urgent financial problems. He 
inherited a desperate situation and when he tried to better matters with 
his budget, the Reichstag confused the situation by passing additional 
uncovered expenditure. This latter occurred in the spring of 1929 and 
some felt that Hilferding should have resigned then in hopes of 
bringing the Reichstag to its senses. Instead he remained and an- 
nounced a far-reaching reform program which was never presented. 
Then came Schacht’s memorandum which was really an ultimatum. 
Events moved too fast for Hilferding.1* 

Hilferding was succeeded by Professor Moldenhauer who had been 
Minister for Economic Affairs and was a member of the German 
People’s Party. Moldenhauer was replaced by Robert Schmidt of the 
Socialist Party. In this way the balance of party representation in 
the cabinet was maintained while the People’s Party, Hilferding’s most 
outspoken critic, was given the Ministry of Finance. 

In spite of the disagreements arising from Schacht’s memorandum 
and subsequent interference in political affairs the government invited 
him to accept the political role of delegate at the imminent second 
Hague Conference. This conference was confronted with a number 
of questions. It had not yet been determined if sanctions were to be 
imposed in the event of Germany’s failure to continue payment of 
annuities provided for by the Young Plan. If they were, then it was 
necessary to determine their nature.8> Schacht refused to serve as a 
delegate because he and the government fundamentally disagreed on 
what he thought was the violation of the Young Plan. He tried to 
secure cabinet consent to an effort to obtain revision of the Young 
Plan on the basis of the points in his memorandum. The cabinet could 
not bind itself in advance and Schacht refused to serve if he had to 
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accept responsibility for supplements to the Young Plan which he had 
disapproved in his memorandum. Most of the German Press except 
the Socialist papers deplored his not being a delegate.1** He did, how- 
ever, agree to serve as a member of the Organization Committee of 
the Bank for International Settlements. On December 28 he informed 
the cabinet that the chairman of the Organization Committee asked 
the Reichsbank to participate in the Bank for International Settle- 
ments.!37 The Reichsbank answered that it could not decide until the 
final result of the second Hague Conference was known. Its decision 
would depend on its judgment as to whether other important chan- 
ges in the Paris Young Plan were made at the Hague. These im- 
portant changes were listed in the Reichsbank letter dated December 
31, 1929: 

whether Germany is treated on a basis of moral equality with the other 
Powers. Whether Germany is again subjected ... to political or economic 
pressure; whether German private property is still discriminated against 
... 3 whether the military and political sanctions provided by the Versailles 
Treaty remain intact or are finally ended after acceptance of the Young 
Plan — these questions are of decisive importance. ... As the final Hague 
Conference decides on these questions, so the Reichsbank will decide upon 
its participation or non-participation in the Bank for International Settle- 
ments. 138 

Over the protests of England, France insisted on raising the question 
of sanctions. England took the position that the procedure had been 
worked out in the Young Plan and nothing was to be gained by 
forcing the issue.1*° In answer to the French demands the Frankfurter 
Zeitung on January 3, 19380 published a government inspired article 
which represented the official attitude toward sanctions. This article 
proclaimed that the solemn German promises of fulfillment were, 
according to the Young Plan, to be the creditors’ only guarantee. Any 
possible disputes were to be referred to a tribunal for settlement. The 
German position was that, since the Reparations Commission was to 
disappear with inception of the Young Plan, sanctions were not pos- 
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sible. The Young Plan had left no place for political. sanctions.'*° In 
reply the entire French Press insisted that the Young Plan could not 
have the effect of superseding a single clause of the Versailles 
‘Treaty 

Schacht arrived at The Hague on January 18, 1930 to continue his 
work on the Committee for the Bank of International Settlements. On 
the same afternoon the Reichsbank letter of December 31, 1929 was 
read to the committee. A correspondent for The Times reported that 
Schacht “lost no time in making one of those flamboyant political 
moves which are expected of him”.1#? This is not justified, since the 
article itself specifically pointed out that the news in the letter had 
been known for some time.**? The German delegation more or less 
disavowed Schacht and was backed by the cabinet in a communiqué 
which carefully adhered to the middle path.4* The German govern- 
ment was in a difficult position. The cabinet had been informed by 
Schacht on December 28, 1929 that the Reichsbank was taking the 
position outlined in the letter of December 31. Now when it was 
confronted with the furor created by that position it wished to appear 
innocent. However, the Reichsbank President had too much prestige 
and authority for the government to take a particularly strong stand, 
especially when it had known Schacht’s position for some time and 
despite that knowledge invited him to The Hague. The obvious im- 
plication is that the German government used Schacht when he was 
convenient, and rejected him when he was not. However, the German 
delegation did agree that if the Reichsbank did not participate they 
would get three other German banks to do so and if necessary provide 
legislation to force the Reichsbank to cooperate.'4* Schacht admitted 
in an interview that if such legislation were passed the Reichsbank 
must participate and its president must decide if he would or not.147 

In the meantime Schacht was under attack in Germany. The news- 
papers of all the government parties except the German People’s 
Party demanded that the Reichsbank Law be changed so that it could 
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not have at its head a man in opposition to the government.'4* The 
Social Democrats looked on Schacht as a political menace to their 
party. They resented his memorandum against the government fi- 
nances, his forcing the government to establish a sinking fund, and 
deplored the fact that Schacht was in a position to dictate to the 
government. The Socialist Vorwdrts, as early as January 6, 1930, said 
that the Hague Conference would do little to alter Germany’s material 
burdens, but it might at least free her economy from Schacht’s dicta- 
torship. If Schacht’s powers were not curtailed then he would remain 
“the representative of capital, endowed with extraordinary powers, 
and the government will always be compelled to capitulate to him”. 
The Reichstag Socialist Party Executive met on January 16 to consider 
the position created by Schacht’s action at the Hague. Chancellor 
Miiller was present. They issued a communiqué which said: 


The Executive unanimously decided that parallel Government by the 
Reichsbank as practised by Dr. Schacht through the misuse of the in- 
dependent position of this institution cannot be tolerated. The Executive 
expects the Cabinet on the return of the German delegation from The 
Hague, to decide how, by alteration of the Reichsbank law, the freedom 
of the Legislature in regard to the Reichsbank can be adequately ensured.15° 
While they were making these personal attacks on Schacht they at the 
same time failed to recognize the validity of his demands for reform. 
While the government was preparing legislation ratifying the Young 
Plan the executives of the Socialist Party, its parliamentary group, 
and the Socialist trade unions met on January 21 and passed a resolu- 
tion which drew astonished protests from the Press of the other 
coalition parties. It said that foreign loans were necessary for the 
creation of employment and that all hindrances to their entry into 
Germany must be removed. The budget grants for building and 
emergency schemes must be voted forthwith and more money must 
be found for unemployment relief.*! If the largest party in the par- 
Jiamentary coalition were to persist in these demands a political crisis 
would. be almost certain. The reference to foreign loans is clearly 
aimed against Schacht. The other coalition parties, however, while 
they deprecated Schacht’s incursions into foreign policy, agreed with 
his dernand for financial reform. The reform of the Reich finances, the 
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States and the Communes, the balancing of the budget and the re- 
duction of the floating debt — these were generally regarded as 
essential, not only for Germany's economic health but for the execu- 
tion of the Young Plan.‘** The Socialist demands passed over these 
matters and spoke only of further expenditure on social schemes, 
and especially on the unemployment system which was one of the 
main drains on the treasury.1*8 

In the final settlement at The Hague the question of sanctions was 
resolved by the exchange of two declarations, one by Germany and 
one by the creditor powers. These declarations provided that so long 
as Germany met her obligations there could be no question of 
sanctions, and the procedure provided in the Young Plan was suffi- 
cient. If any German government should, however, reveal an inten- 
tion of destroying the Young Plan the creditor powers were to appeal 
to the Permanent Court of International Justice. If the Court decided 
that Germany was trying to destroy the Plan, the powers would 
resume full liberty of action.1*4 Schacht spent the time between the 
events of The Hague and his resignation on March 7, 1930 trying to 
prevent the ratification of the Hague Protocol. 


When the last faint hope ... had faded, I deliberately and with full con- 
sciousness of my responsibility resigned my office. That was one way of 
saying that I regarded The Hague negotiations as a shocking return to 
those methods of political violence which it had been the purpose of the 
Young Plan to eliminate, substituting for them peaceful methods of inter- 
national economic agreement.155 

In his letter of resignation, sent to the members of the Reichsbank’s 
General Council, he again summarized the essential facts and drew 
the same conclusions. The financial burden to be borne by German 
industry had been increased beyond the dimensions of the Young 
Plan. It no longer could be possible to undertake an economic revision 
uncontaminated by political considerations. Confidential international 
cooperation in the work of reparations had been stifled before it had 
fairly got under way. No attempt had been made to lift the burden 
from German industry. The most important aspect of the Young Plan 
was that Germany was made responsible for raising and transmitting 
the tributary payments. This was tolerable because Germany was 


152 The Times, Jan. 23, 1930; editorial, Jan. 21, 1930. 

3 Vorwarts, Jan. 21, 1930. 

154 Both documents are published in Wheeler-Bennett, Information on the 
Reparation Settlement, pp. 147-9. 

155 Schacht, Das Ende der Reparationen, p. 118. 
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enabled, in case her exchange and economic life seemed endangered, 
to appeal to an international body of first-class economic and financial 
experts. This body was obligated and able, without any political 
pressure, to propose, acting from a purely economic point of view, 
changes upon which the governments might then reach an agreement 
by peaceful negotiations.1* 

Since, in place of this peaceful economic agreement, each of the 
creditor powers reserved its freedom of political action against Ger- 
many, it had become quite impossible for Germany, without endanger- 
ing her exchange and economic life, to accept the responsibility of 
collecting and paying the tribute. So long as a political threat hovered 
over Germany her interest rate and credit would be impaired. More- 
over, unremitting pressure to keep the mark stable would invoke 
credit restrictions and deflation crises which would be a constant 
menace to German economic life. In view of these facts Schacht felt 
unable to accept responsibility for the further conduct of his office.'57 

Schacht’s resignation was the logical culmination of his activities 
and consistently expressed point of view. He went to the Paris con- 
ference with the intention of replacing the Dawes Plan with some 
kind of machinery more beneficial to Germany, and with sufficient 
elasticity to allow for further revision at a later time. He struggled for 
every possible concession, giving ground slowly and tenaciously, 
taking care always to protect his position. There is not adequate evi- 
dence to argue that at any time he wanted to break off the Paris ne- 
gotiations. His memorandum was not an ultimatum and should never 
have been so considered. The wording does not warrant such a con- 
clusion and the controversial parts were not discussed by the experts. 
His speeches after the Young Plan was signed indicate that he desired 
to fulfill the terms of the agreement until Germany was in a position 
to demand more concessions. His attitude did not change until he felt 
that Germany was not holding the ground he had taken. This began 
with the first Hague Conference and continued until his resignation. 
His relations with the government rapidly deteriorated because of his 
objections to what he considered a dangerous policy of public ex- 
penditure and social experimentation. He thought that Germany 
should retrench and make good use of the gains which he had made 
at Paris. 


156 [bid., pp. 118-20, for text of letter. 
157 bid. 
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It is very easy with knowledge of events since Schacht’s resignation 
to say that he opposed the form of government, and that he was 
already looking toward a closer cooperation with the Nazis. It would 
be a mistake to take that attitude. It is true that Schacht opposed the 
Miiller government from December 6, 1929, the date of his memoran- 
dum. Were it not, however, for the fact that he later cooperated with 
the National Socialists, he could not be criticized for that. It is certain- 
ly the prerogative of a citizen in a democratic form of government to 
object to the particular group in power. There is not the slightest 
evidence that Schacht opposed the form of government in Germany. 
Given, however, the later events one must assume that Schacht was 
at least partially responsible for the fall of the Miiller government, and 
that from that time on the political situation rapidly deteriorated. 
How much of Schacht’s opposition was based on sound economic poli- 
cies and how much was caused by his political differences is difficult 
to determine. It is clear that he attempted always to remove all ques- 
tions of revision from the hands of politicians and place them in the 
care of economists and business men. While the remedies which he 
forced on the government were drastic no one has questioned that 
they were sound and that the demands he made were for the good of 
the country. 

There is an interesting paradox here. Schacht clearly used his 
power to blackmail the government into accepting his policies, but by 
going too far in playing the public against the government, he weaken- 
ed his own power so that there was little to do but accept the new 
relationship or resign. None of this is indicative of a beginning sup- 
port of Hitler. He had not met any of the Nazi leaders, nor were they 
prominent enough at that time to have been effective except through 
personal contact. Schacht was not a blind follower of a demagogue. 
He might, as he did later, support one, but never blindly. 

It is of course possible that Schacht was angling to place himself 
in a stronger political position and he has certainly been accused of 
desiring the chancellorship himself. There seems to be little basis for 
such claims and Schacht always denied that he had-any political am- 
bitions. One explanation is that Schacht wished a government oriented 
more toward the right in German politics and one which would rely 
more on the advice of men like himself. He probably felt that such a 
government would be able to deal more effectively with the foreign 
powers on the problem of reparations and the trade situation. After 
Stresemann’s death in 1929 there was no one of comparable stature to 
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take control over the foreign office or attempt to get better terms for 
Germany among the foreign powers. There is no doubt that Schacht 
had moved far to the right in the political sphere, but at the time of 
his resignation no one suspected that such a group as the National 
Socialists were near the acquisition of power. 


Il 
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The controversy over Schacht’s reasons for resigning from the Reichs- 
bank presidency has been long and bitter. It has included patently 
false statements, charges without foundation, and the most varied 
attempts to force the known facts into some particular pattern. Much 
of the loose writing concerning this issue has been motivated by 
partisanship of one type or another. One French newspaper reported 
that Schacht wished to become the leader of the Nationalists, to build 
empires, and “to play the uncrowned king of Germany”.? Another 
editorialized that political ambitions were responsible for his resig- 
nation because the thought of himself as “the eventual successor to 
Stresemann, the future Chancellor of the Reich, and even the man 
qualified to replace Marshall Hindenburg at the highest office of the 
state”.2 More of the irresponsible reporting has been the result of 
after-the-fact knowledge. One biographer has written that Schacht 
left the German nation without his ability and experience in this 
critical moment for political reasons, because he “knew very well that 
he would return with the national movement” .* 

More specifically Schacht was accused in both German and foreign 
newspapers of using his resignation as a supreme gesture against the 
passage of the Young Plan.* It was stated that he had “always denoun- 
ced it as contrary to Germany's interests”. 

1 See for example Franz Karl Maier, Ist Schacht ein Verbrecher? (Reutlingen, 
Verlag die Zukunft, 1947), pp. 24-6; Otto Strasser, Hitler and I (New York, 
Houghton Mifflin, 1940), p. 125; Franz Reuter, Schacht (Stuttgart, Deutsche 
Verlagsanstalt, 1937), pp. 93-5; and Hans Heinz Sadila-Montau, Unsere Reichs- 
regierung (Berlin, Weller, 1939), p. 112. 

2 Figaro, March 8, 1930. 

3 Le Temps, March 9, 1930. 

4 Maier, Ist Schacht ein Verbrecher?, pp. 24-6; see also Erich Koch-Weser, 
Hitler and Beyond: A German Testament, trans. Olga Marx (New York, Knopf, 
1945), p. 65. 


5 See for example Vorwérts, March 8, 1930; Le Temps, March 9, 1930. 
6 Le Temps, March 9, 1930. 
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According to Schacht’s own statements he resigned as Reichsbank 
president because he did not wish to take part in a policy and assist 
a program which he did not approve.” His major objections concerned 
the provisions of the Hague Protocol. Schacht stated in his interviews 
at the time of the resignation that he fully approved of the Young 
Plan as it was drawn up and signed by the economic experts. It gave 
Germany appreciable advantages and provided for the cooperation of 
all nations in economic development, allowing Germany to take her 
place with the others as a sovereign nation.’ His conviction remained 
always that “the project of Paris was a useful instrument”.® 

Then at The Hague came the stipulations concerning sanctions and 
arbitrary action on the part of the former Allied Powers against 
Germany. The right to apply sanctions against Germany put her down 
into the ranks of secondary powers, which Schacht considered intoler- 
able. At Paris the economists had agreed that a settlement was to be 
reached on the basis of economic needs and possibilities, and that 
political considerations were not to be used against Germany. That was 
changed with the Hague Protocol which Schacht called the sabotaging 
of the Young Plan.’° He insisted that it was the responsibility of the 
government to oppose the changes which had been made in the 
Young Plan rather than to yield to each demand of the Entente 
Powers." 

While Schacht’s resignation came as a surprise to the public it was 
not unexpected by the government. Schacht had informed President 
Hindenburg by letter on March 3, 1930 that he wished to resign. On 
March 6 he had a conversation with Hindenburg, giving him his 
specific arguments for wishing to resign, pointing out that he did not 
wish responsibility for conditions over which he exercised no control.” 
Hindenburg wrote Schacht a long letter referring to Schacht’s letter 


7 WHjalmar Schacht. Das Ende der Reparationen (Oldenburg, Gerhard Stalling, 
1931), pp. 118-20; Hjalmar Schacht, Abrechnung mit Hitler (Berlin, Rowohlt- 
verlag, 1948), pp. 23-4; Hjalmar Schacht, 76 Jahre meines Lebens (Bad Wéoris- 
hofen, Kindler und Schiermeyer, 1953), pp. 321-9. 

8 Frankfurter Zeitung, March 8, 1930; Ulrich Thiiraug, ed. Schulthess’ Euro- 
piischer Geschichtskalender, neue Folge, 1930 (Miinchen, Beck, 1930), pp. 66, 
421-7; Gerd Riihle, Das Dritte Reich, 1918-1933 (Berlin, Hummelverlag, 1937), 
Vol. 3, pp. 157-8. 

9 Le Temps, March 10, 1930. 

10 Frankfurter Zeitung, March 8, 1930. 

11. Schacht, Das Ende der Reparationen, pp. 118-20; Schacht, 76 Jahre, pp. 
321-9; Frankfurter Zeitung, March 8, 1930. 

12 Schacht, 76 Jahre, p. 326; this is verified in Schulthess’ Europdischer Ge- 
schichtskalender, 1930, p. 63. 
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and the conversation, which Schacht published in his memoirs. In this 
letter Hindenburg recognized the validity of Schacht’s position and 
expressed admiration for his courage. He then wrote that he hoped 
Schacht would reconsider in order to give the nation benefit of his 
ability, knowledge and experience.'* These negotiations had been kept 
secret by the government for various reasons, among them being the 
hope that Schacht might be persuaded to change his mind.4 His 
reasons for resigning were corroborated by Finance Minister Molden- 
hauer before the Reichstag during the second reading debate on the 
Young Plan. Moldenhauer was authorized to say that the government 
had exercised absolutely no pressure for retirement, and he personally 
had begged Schacht to stay because he considered him best qualified 
for the job.* While Schacht’s actions were looked on as near treason 
by many elements in the middle and left parties, Miiller, Hindenburg 
and Moldenhauer all supported him, expressing their feelings about 
his having the courage of his convictions and saying there was nothing 
wrong with his position.’® 

If Schacht had stayed on at the Reichsbank he would have been 
forced to participate in the execution of the amended Young Plan, for 
it was passed by a comfortable majority of the Reichstag on March 12, 
1930.17 Although Alfred Hugenberg started a furious campaign to get 
Hindenburg to veto it, the president signed the Young Plan bills on 
March 13 and ordered them promulgated at once.!® Schacht was 
succeeded at the Reichsbank by Dr. Hans Luther, former Chancellor 
of Germany. The General Council of the Reichsbank elected him 
president on March 11, 1980 and his appointment was confirmed by 
Hindenburg the next day.” 

There can be little doubt that Schacht’s action did have a direct 
influence on the relations of the coalition parties of the government. 
One of the reasons he gave for resigning was the irresponsible financial 


13 Schacht, 76 Jahre, pp. 326-8; see also Frankfurter Zeitung, March 9, 1930. 
14 Schulthess’ Européischer Geschichtskalender, 1930, p. 63. 

15 Verhandlungen des Reichstags, 1V, Wahlperiode 1928, Band 427, 136. Sitzung 
Freitag den 7. Marz, 1930 (Berlin, Reichsdruckerei, 1930), pp. 4206-11. 

16 Otto Meissner, Staatssekretér unter Ebert-Hindenburg-Hitler. Der Schicksal- 
weg des deutschen Volkes von 1918-1945, wie ich ihn erlebte (Hamburg, Hoff- 
mann und Campe, 1950), p. 180. 

17 Verhandlungen des Reichstags, 140. Sitzung, 12 Marz, 1930, pp. 4402-12. 
18 Schulthess’ Europdischer Geschichtskalender, 1930, pp. 74-5; Frankfurter 
Zeitung, March 14, 1980. 

19 Schulthess’ Europdischer Geschichtskalender, 1930, p. 68; Frankfurter Zeitung, 
March 13, 1930. 
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policy and the contracting of debts abroad by the government.”* The 
same attitude was taken by the German People’s Party in particular 
and its leaders blamed the Social Democrats for ignoring the necessity 
of financial reform. These differences extended back into 1929 but 
now, as a result of Schacht’s resignation and the concomitant debates 
on the Young Plan laws, what was almost a chronic crisis was sharpen- 
ed into talk of dissolution of the Reichstag.2t One section of the 
German People’s Party actually welcomed a crisis and a break with the 
coalition. They did not particularly wish to have the Social Democrats 
in opposition, but they did want the Socialists to carry more of the 
responsibility for the social measures which their success at the last 
election encouraged them to put forward.”? One Berlin correspondent 
for The Times wrote that 
the difficulty is increased by the fact, now quite plain, that the bulk of the 
German People’s Party does not want to find a way out. The majority of 
the party are frankly desirous of a political crisis. They have come to the 
conclusion that the inevitable fight with the Socialists on fundamental 
principles of social and financial policy had better be fought out at once, 
so that Germany may start the Young Plan with a definite financial pro- 
gram instead of a patchwork compromise which is bound to lead to a 
fight later.23 
The immediate crisis was the result of a fundamental dispute over a 
program of financial reform which was generally admitted to be 
necessary for the working of the Young Plan. The Socialists wanted to 
increase payments into the unemployment insurance institution which 
was insolvent. According to the Social Democrats the increase was to 
come from steadily employed salary earners and further contributions 
from industry. The German People’s Party insisted that the institution 
itself needed reforming and that industry should not bear any more 
of the burden.*4 Because the two groups could not come to agreement 
on the matter of economies the Muller cabinet resigned on March 27, 
1930.25 

A new government was formed by Heinrich Briining of the Center 


20 ~Frankfurter Zeitung, March 8, 1930; Schacht, Das Ende der Reparationen, 
pp. 118-20. 

21 Verhandlungen des Reichstags, 135. Sitzung den 6. Marz, 1930, p. 4153, to 
140. Sitzung den 12. Marz, 1930, p. 4401. 

22 Frankfurter Zeitung, March 3 and 9, 1930. 

23 The Times, March 10, 1930. 

* ~=Frankfurter Zeitung, March 26 and 27, 1930. 

25 Schulthess’ Europdischer Geschichtskalender, 1930, p. 91; Friedrich Stampfer, 
Die Vierzehn Jahre der ersten deutschen Republik (Karlsbad, Graphia, 1936), 
pp. 512-7, 
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Party. The support of the new government rested primarily on the 
Center, German People’s Party, Democrats, and Bavarian People’s 
Party.26 In reality the main support came not from the Reichstag but 
from President Hindenburg. The Social Democrats refused to co- 
operate with the new government and along with the Communists in- 
troduced a no-confidence measure. Briining entered office with the 
threat of using Article 48 of the Constitution in order to carry out 
his program. The no-confidence measure was defeated with the as- 
sistance of the Nationalists, but several elements in the Reichstag 
made it clear that while they would not vote for the measure, neither 
would they accept responsibility for the actions of the presidential 
cabinet.?? 

After his resignation from the Reichsbank Schacht retired to his 
farm Giihlen in Brandenburg about seventy kilometers north of Ber- 
lin. In his memoirs he waxed quite poetic about living there and 
apparently he left public life almost completely for a matter of several 
months. Then as a private citizen he journeyed about Europe gaining 
first-hand information about economic and financial conditions and at 
the same time speaking publicly about the German situation. It was 
his intention to do what he could as a private citizen to bring an end 
to reparations.*§ 

Schacht professed that the success of his trips through the neutral 
countries of Europe had not satisfied his desire to expound on the 
economic problems of the world. Since the Dawes and Young Con- 
ferences he had been more and more convinced that it was in the 
United States that he must find hearers for his message. The oppor- 
tunity came through a series of invitations from his banking friends 
in this country, and on September 14, 1930, after casting his ballot in 
the Reichstag election, he and his family left for London on the first 
leg of their trip to the United States.29 

The Reichstag elections of September, 1930 were held under the 
shadow of two situations of extreme importance, both of them con- 
nected in the minds of the German people with the Treaty of Versail- 
les. The world depression threatened the German economy and the 
earlier events of the year had centered attention again on the matter of 


26 Schulthess’ Europiischer Geschichtskalender, 1930, pp. 93-4; Stampfer, Die 
vierzehn Jahre der ersten deutschen Republik, pp. 519-24. 

*7 Otto Braun, Von Weimar zu Hitler (Hamburg. Hammonia, 1949), pp. 295-8; 
Stampfer, Die vierzehn Jahre der ersten deutschen Republik, pp. 519-24. 

28 Schacht, 76 Jahre, pp. 330-41. 

2 Ivid spose: 
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Germany's political sovereignty. The political platforms of all the im- 
portant parties contained the same principal plank — treaty revision.®° 
By far the most significant feature of this election was the sudden 
large increase in Reichstag representation of the National Socialist 
German Worker’s Party. The National Socialists who formerly com- 
manded only twelve representatives emerged with one hundred and 
seven seats and became the second largest party in the Reichstag.* 
They had now supplanted the German Nationalists as the standard 
bearers of extreme nationalism.?? The Briining government which had 
been formed against the Social Democrats could now exist only with 
their support or toleration. That toleration was granted because the 
Socialists feared the alternative.** 

Schacht had been accused of being at least partially responsible, 
if not almost completely so, for the sudden upsurge in strength of 
the National Socialists. One of his critics with complete disregard of 
chronology said that “even the most timorous dared support a move- 
ment on which Hugenberg and Schacht had set the seal of approval” .*4 
Another wrote that “Briining tried to cope with unemployment prob- 
lems and Schacht went around the world to gain confidence for the 
National Socialists”.25 An official publication of the Third Reich re- 
ported that Schacht travelled through the United States trying to win 
friends for Hitler and his party.?* There is no evidence to back such 
claims. Schacht himself said that it was only after the September, 1930 
elections when Hitler's party “suddenly and surprisingly obtained 
108 [sic] seats, I began to take an interest in the phenomenon; anc 
on board ship going to the United States I read Mein Kampf, and of 
course, also the Party program”.’? The argument of one of his bio- 


30 Stampfer, Die vierzehn Jahre der ersten deutschen Republik, pp. 524-30; 
Konrad Heiden, Hitler: A Biography, trans. Winifred Ray (New York, Knopf, 
1936), pp. 240-4; Ferdinand Friedensburg, Die Weimarer Republik (Berlin, Habel, 
1946), pp. 208-11; Schacht, Abrechnung mit Hitler, pp. 27-8. 

31° Schulthess’ Europdischer Geschichtskalender, 1930, p. 194. 

32. Franz von Papen, Der Wahrheit eine Gusse (Munchen, List. 1952), p. 161. 
33 Braun. Von Weimar zu Hitler, pp. 305-9; S. William Halperin, Germany 
Tried Democracy: A Political History of the Reich from 1918 to 1933 (New York, 
Crowell, 1946), pp. 449-50. 

34 Strasser, Hitler and I, p. 125. 

35 Maier, Ist Schacht ein Verbrecher?, pp. 26-36. 

36 ~Sadila-Montau, Unsere Reichsregierung, p. 112. 

37 Schacht testimony, International Military Tribunal, Trial of the Major War 
Criminals Before the International Military Tribunal, Nuremberg, 14 November, 
1945 — 1 October, 1946 (Nuremberg, International Military Tribunal, 1947), XII, 
p. 419. 
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graphers that “the ex-president of the Reichsbank had become a 
National Socialist agitator” ** and that he was deliberately assisting 
Hitler during his 1980 travels by trying to end reparations payments 
is not valid. To prove his allegations that Schacht was in the Hitler 
camp in 1930 Norbert Miihlen, the biographer, uses events which did 
not transpire until 1932.3° To argue that Schacht was assisting Hitler 
by attempting to end reparations is erroneous because reparations 
payments had effectively been ended before Hitler came to power and 
Schacht had been arguing against reparations before Hitler had a 
member in the Reichstag.* 

Schacht was interviewed on his arrival in New York. The first 
question asked was his opinion of the political situation in Germany 
with reference to Hitler’s increased strength. He replied that the vote 
indicated a revolt against the treatment of Germany by the former 
Allied Powers, and insisted that the Young Plan must be modified 
to bring about an adjustment in German finances. He said that the 
stress must be placed on economic rather than political situations 
because “if the German people are going to starve there are going to 
be many more Hitlers”. He believed that since the election the trend 
had been toward order rather than chaos in Germany and wondered 
why the Americans took Hitler so seriously.*2 Schacht in this inter- 
view again expressed himself on the Young Plan and his reasons for 
resigning from the Reichsbank. 

I have always objected to any political pressure which contradicted eco- 
nomic and moral reason; that is why I signed the Young Plan as a whole. 
i believed in that plan as being such an economic step forward to such a 
definite solution and only when at the second Hague Conference politics 


came in and acted against the recommendations of the Young Plan did I 
step aside.43 
In his first major address in New York in October 3, 1930 at the 
German American Commerce luncheon Schacht said that if Germany 
were allowed to enter into the world trade she could pay reparations, 
but that would demand international economic cooperation. It was 
the realization by the laboring classes that they must help pay repa- 
rations that caused the rise of Fascism. Taxing the wealthy was not 
38 Norbert Miihlen ,Der Zauberer. Leben und Anleihen des Dr. Hjalmar Horace 
Gragley Schacht (Ziixich, Europa, 1938), p. 40. 

Miihlen, Der Zauberer, pp. 38-40; this work, infra. 
49 “Papen, Der Wahrheit eine Gasse, pp. 198-214; this work, supra. 
4 New York Times, Oct. 3, 1930. 
42 Ibid, 
43 Ibid. 


INTERIM: MARCH 1930 To MarcH 1933 65 


sufficient to pay reparations and the recent outcome of the German 
election was an indictment of the Versailles Treaty.*4 In another 
speech at the Bond Club in New York Schacht said that the poor 
German financial situation was caused by two factors: reparations 
payments and a bad financial policy influenced by State socialism. 
The masses “are demanding social welfare through economic pros- 
perity and their demand has created a task which the leading econ- 
omists of the world have to face”.* 

The German government was displeased with Schacht’s attitude on 
these questions. It took the position that the situation in Germany was 
not so bad as Schacht had painted it, claimed to be stabilizing the 
budget, and said if foreign loans ceased Germany could pay out of 
export surplus.‘* Just what export surplus the government had in 
mind is not clear. 

Schacht gave nearly 50 lectures in the United States in less than 
two months. He spoke in such cities as Philadelphia, Chicago, Omaha, 
Des Moines, San Francisco, Cinncinati, Baltimore, and at Columbia 
and Yale universities.*7 In these addresses he called for the tearing 
down of customs frontiers to extend and integrate the European 
markets. This would enhance purchasing power of all Europe and the 
United States would gain by the process. He said that the danger of 
war “is not a product of over-excited imaginations but has its origin 
in the great divergencies in the living standard of various nations”.‘® 
He also pointed out the danger of increasing social unrest and the 
triumph of Bolshevism in those countries least capable of weathering 
the economic crisis.‘* 

Germany, according to Schacht, was entirely justified in suspending 
reparations payments and sinking fund charges on private loans. 
Private obligations should be paid first. He then called the American 
tariff situation an international issue and a hindrance to German ex- 
ports.°° The general tenor of Schacht’s message was that the Young 
Plan inevitably would collapse and that Germany would be forced 
to ask for a moratorium in the near future.*! 

“4 Ibid., Oct. 4, 1930. 

45  Ibid., Oct. 10, 1930. 

46 Frankfurter Zeitung, Oct. 13, 1930. 
47° Schacht, 76 Jahre, pp. 344-5. 

48 New York Times, Oct. 16, 1930. 

49 [bid. 

50 [bid., Oct. 23, 1930. 


51 New York Times, Nov. 25, 1930; Schulthess’ Europdischer Geschichtskalender, 
1930, pp. 385-7, contains a summary of Schacht’s speeches. 
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Schacht’s arguments and their wide-spread dissemination in the 
United States and Europe affected the whole reparations question 
and the world economic situation in general. Before Schacht left the 
United States he discussed the publication of the content of his 
speeches in book form with an American publisher. The result was the 
publication in America, Germany and England of his book The End 
of Reparations (Das Ende der Reparationen) in the spring of 1931. 
Since the book is largely composed of the content of his speeches made 
in the fall of 1980 it is interesting to see what John W. Wheeler- 
Bennett, one of the closest students of the reparations question wrote 
of Schacht in 1932 just after the Lausanne Conference: 


By reason of the extreme reactionary nature of his political affiliations 
there has been a tendency to discount Dr. Schacht’s expressions of opinion. 
Whatever his politics may be, it cannot be denied that from the beginning, 
and almost alone among his fellow economic and financial experts, Dr. 
Schacht has preached the impossibility of carrying out the Plan which he 
himself helped to formulate. It must also be admitted that in the main his 
prognostications have been disastrously justified by the course of later 
events, and readers of his book The End of Reparations will agree that, 
apart from political propaganda, what Dr. Schacht wrote in April 1931 
the world is thinking and saying today.53 

Immediately after his return to Germany Schacht spoke in Bremen on 
December 3, 1980. Here he said that Germany could logically expect 
the United States to revise the Young Plan. The people of the United 
States knew that the Young Plan was an economic attempt at a solu- 
tion of the reparations problem and if France tried to apply sanctions 
to Germany the whole world would side with Germany. Schacht in- 
sisted that German politicians quit abusing the plan and use its basic 
economic tendency as a weapon. There would be no success in waiting 
for miracles from other countries. Only work and initiative could save 
Germany. 

Schacht’s first personal contact with the National Socialists came 
shortly after his return from the United States. According to his own 
statement this was not at his instigation but rather at the invitation of 
one of his old friends, bank director von Stauss, to- dine in his home 
and to meet Hermann Goring there.*> Géring had been one of the 


52 Schacht, 76 Jahre, pp. 347-9. 

53 John W. Wheeler-Bennett, The Wreck of Reparations Being the Political 
Background of the Lausanne Agreement, 1932 (New York, Morrow, 1933), p. 29. 
The reparations question will be developed later in this chapter. 

54 Frankfurter Zeitung, Dec. 4, 1930. 
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most important of the National Socialist leaders for some years. He 
had participated in the Hitler Putsch in 1923, was wounded and 
finally recovered while out of Germany to avoid arrest.5¢ Since 1927 
he had been Hitler's major contact with the upper classes in Ger- 
many.*? Goring himself said that his task during these years was “to 
influence the rightest parties”.** 

Schacht was at some pains later at the Nuremberg trials and in his 
Memoirs to indicate how “reserved, modest, and well-mannered” 
Goring was. At this dinner Goring invited Schacht and his wife to the 
Goring home January 5, 1931 in order to meet Hitler. Fritz Thyssen, 
a Nazi industrialist, and Dr. Josef Goebbels, one of Hitler’s lieutenants, 
were also present.** Schacht reported that Hitler spoke 95 percent of 
the time but that he was very sound in his conversation and showed 
none of the destructive tendencies he later manifested.® 

During the month following this meeting Schacht learned more 
about the political situation in Germany, conferring with various men 
in industry and banking. Then in February, 1931 he went to Chancellor 
Briining and pointed out the fact that the National Socialists had one 
hundred and seven seats in the Reichstag, were the second largest 
party, and therefore should be taken into the government as one party 
in a coalition. He argued that responsibility would tame the National 
Socialists and that their following would be useful if harnessed, but 
that if they were left out of the government they would almost cer- 
tainly come to power alone." é 

Schacht was not alone in this attitude toward the National Socialists. 
Franz von Papen, in reporting Schacht’s activities in February, 1931, 
pointed out that such coalitions existed in Thuringia, Brunswick, and 
56 Martin H. Sommerfeldt, Hermann Goring: Ein Lebensbild (Berlin, Mittler, 
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Oldenburg, where the Nazis had been forced to temper their program 
to that of the coalition partners.*? The British Ambassador to Germany 
reported home in October, 1930 that in an interview with Reichsbank 
President Luther he had heard that the Nazis would quit their non- 
sense and turn into real men if given responsibility. They had already 
given proof of their recognition of the form of government, the rights 
and duties of the Reichstag, even of its standing orders. Their progress 
was visible and considerable. The ambassador said this view was of 
particular interest and it was “shared by a number of people with 
whom I and my staff have come into contact”. Three days later he 
forwarded a report which credited Dr. Curtius with the same views 
as those expressed by Luther." 

Chancellor Briining refused Schacht’s appeal to take the National 
Socialists into coalition. Schacht said it was a simple choice, that 
either the Nazis or the Communists would ultimately enter the gov- 
ernment.® This same view was held by von Papen who wrote that 
“the Communist threat to German security had never been greater, 
and one of their Reichstag deputies, Ulbricht, now better known for 
his role in the East German Republic, declared in February, “The 
working class will only come to power by an organized revolution to 
form a Soviet Germany ”.** Even the chairman of the Democratic 
Party, Erich Koch-Weser, writing after the war was over and arguing 
that really the Communist Party in Germany was weak, had to admit 
that more and more middle class elements were drawn into the Nazi 
ranks through fear of Bolshevism.* 

As the economic conditions in Germany became more critical 
Schacht insisted more strongly that Germany must cease paying 
reparations. On March 3, 1981 he made an address in Stockholm. 
Upon arrival he was asked in an interview what he would do if he 
were made Chancellor on the following day. Schacht replied without 
hesitation, “I would on the same day suspend payments of repara- 
tions”.* The reaction to this statement was so rapid and strong that in 
his regular address that evening he was careful to reiterate his state- 
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ments that Germany would fulfill her private obligations and also 
the Young Plan commitment. In order to continue those payments, 
however, Germany would have to increase her commercial dealings 
by fifty per cent. The tariff barriers against German goods operated 
to prevent the expansion of German foreign trade which was the only 
way the debts could be paid. He also asked that the war debt be 
revised, that world trade be enlarged, and for a solution to the colo- 
nial question.®® 

It was during the spring months of 1931 that the bank crisis reached 
central Europe. The projected Austro-German Customs Union pub- 
lished on March 21, 1931 aroused alarm and hostility particularly in 
Paris, Rome, and Prague.” Those countries protested that despite 
German assurances that this was not a step toward political union 
Austrian independence would be jeopardized by the move.’! They 
mobilized their diplomatic resources to block the union, but more 
important, France especially attacked the already shaky economies 
of Austria and Germany by withdrawing short-term credits from 
those countries. This attack at least hastened the collapse on May 11, 
1931 of the Rothschild Kreditanstalt, Austria’s largest bank and one 
which was closely tied to the larger German banks. This failure quite 
naturally helped precipitate the difficulties of the German banks in 
July, 1931.72 

Schacht struck out-at this diplomatic and economic attack by Ger- 
many’s former enemies on June 3, 1931 in a speech at Dresden. He 
argued that the already weakened German economy was the result of 
what he called the tribute payment, because when the Germans tried 
to increase exports in order to pay reparations the debtors prevented 
it. Now the Powers were not only deliberately weakening the economy 
in their attack against the customs union but also threatened to use 
force to collect payments. His answer was that it was impossible to 
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get money by force, and with foreign countries sabotaging the econ- 
omy, Germany no longer had any choice over stopping payments. The 
possibility no longer existed.”* 

During the bank crisis in July, 1931 Briining called Schacht for a 
conference designed to alleviate the situation. His advice was rejected, 
and when Briining requested him to take a special office to solve the 
bank problem he refused.” He later declared that his real reason for 
refusing was that he had no desire to carry out policies instituted 
against his advice.” 

Gradually during the summer months of 1931 the enemies of 
Briining and the government coalesced until on October 11 most of 
the right wing elements met together at the small town of Bad Harz- 
burg for a demonstration of opposition.”* There the representatives of 
extreme nationalism attempted to devise a common program for the 
right wing opposition. The National Socialists, German Nationalists, 
Stahlhelm, representatives of industry, and various individuals attend- 
ed the meeting. Alfred Hugenberg was scheduled to be the main 
speaker and establish the general aim of the conference. He proclaim- 
ed that the majority of the German people were represented at Harz- 
burg and that they rejected the Briining government. They wanted to 
undertake a national government in Germany. Briining was called on 
to resign, new elections were asked, and interestingly enough, Hugen- 
berg demanded the revocation of the emergency power of the govern- 
ment.”” 

After several other speakers had expressed their views Schacht made 
the one address which really disturbed the government.”* In his 
memoirs Schacht said that his address was “brief, but sharply for- 
mulated”.”® Stressing that he spoke only as an economist without party 
ties, he outlined the general economic situation briefly, pointing out 
that production was off one-third, unemployment was rising steadily, 
and foreign indebtedness was growing as well as the international 
debt. He then charged that the currency was not being properly 
protected but was being used only to cover the bankruptcy of the 
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banks and the State.8° Concerning the Reichsbank Schacht said that 
its reports did not show the real status, that its security was only 
borrowed, and that the notes it held were mostly finance notes rather 
than notes for goods. He also claimed that the reports were mis- 
leading on the amount of foreign indebtedness, because in computing 
the gold coverage of the Reichsbank it was not noted that several 
hundred million marks of borrowed money was repayable very short- 
ly. He charged that the Reichsbank had been lending to the govern- 
ment without proper coverage, a dangerous practice.*! 

Schacht’s speech was the only one which caused any great sensa- 
tion and Schacht appears to have been as surprised at its reception as 
anyone else. He pointed out later that he was only saying at Harz- 
burg what others had already said, and called attention to an article 
in Der Deutsche Volkswirt on July 4, 1930 which in essence contained 
the same statements he had made.® 

The government attempted to refute his accusations but had little 
success. Its position was weakened by having to admit the truth of 
much of what Schacht had said, so that when it claimed that he had 
lied in other portions of the speech, it was difficult to have the claim 
accepted. After Finance Minister Hermann Dietrich told a press con- 
ference that Schacht had lied at Harzburg and that the government 
had not tried to conceal the facts, the government then changed its 
argument. It did not object to Schacht’s facts, but deplored the form 
of the presentation. Dietrich claimed that Schacht had simply summed 
up separate instances already known throughout the world in order 
to make his statement alarming and sensational.* 

Shortly thereafter Schacht wrote Dr. Oberfohren, chairman of the 
German Nationalist Party, concerning the furor caused by his Harz- 
burg speech: 

Since the Press office of the government suppressed the complete text of 
my speech and nevertheless attacked the contents, I want to give the fol- 
lowing declaration: I did not talk in Harzburg about the stability of our 


currency; I said only that the means of the Reichsbank are narrowed by 
the illiquidity of the treasury and the banks.* 
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The truth in Schacht’s charges concerning the currency is illustrated 
by the flurry caused by it. The reactions to the speech and the al- 
legations of the Frankfurter Zeitung just prior to it effectively scared 
those who had been playing with the idea of a little inflation.* Im- 
mediately after the Harzburg speech there was a flood of denials 
from industrialists organizations and from the Nazis and Nationalists. 
The Frankfurter Zeitung professed itself fully satisfied with this result 
though it did not withdraw the substance of its allegations. It claimed 
that there was still enough evidence even after the denials to prove 
the case. Even the Chancellor had spoken of attempts to influence the 
government in the direction of some inflation to ease Germany over 
the crisis period.* 

Schacht issued a statement saying he could not understand the up- 
roar. It was just because no Reichsbank administration could leave the 
currency in the lurch that he spoke warning against the dangers of 
inflation.’7 There is no difference in the position taken here by 
Schacht and the position taken when he was president of the Reichs- 
bank during the Weimar Republic and later under Hitler.® 

Chancellor Briining had done what he could to weaken the Harz- 
burg Front by having President Hindenburg receive Hitler the day 
before it met. The only result of the meeting however was not what 
Briining expected. It merely made Hitler more arbitrary in his de- 
mands, and he gave little cooperation either to the government or to 
Hugenberg.® But the opposition had made up its mind to oust Briining 
who was attacked from right and left.% 

Actually the Harzburg Front has been vastly overrated as a per- 
manent force in German politics. The dissident elements there joined 
were united only by opposition to the existing government and could 
not agree on any positive program. In reality the Harzburg Front 
“began on the morning of 11 October and ended on the evening of 
the same day”.*? Much has been made of the fact that Schacht lent 
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his prestige to the national opposition. He has been charged with going 
to Harzburg to give his blessing to Hitler and the destruction of 
Germany.** 

Certainly neither the fact that he spoke at Harzburg nor the contents 
of his address warrants the charge that he was in the Hitler camp 
from October 11, 1931 on. He did lend his name and prestige to the 
attempt to form a right-wing national opposition which included 
many elements that were not National Socialist; but Hitler and Hugen- 
berg were never able to arrive at an agreement which would allow 
them to work together harmoniously, and the Harzburg Front fell 
apart because of that inability.°* Despite the facts which are easily 
obtainable such generalizations as that made by the former Demo- 
cratic Party chairman have been drawn to prove Schacht’s guilt in 
bringing Hitler to power: 

The fact that in 1932 [sic] Schacht professed fervent faith in National 
Socialism at the “national” mass-meeting in Harzburg and led people to 
believe that it would last was perhaps of decisive importance for the 
victory of the movement, since he had a great reputation in industrial 
circles. Spurred by the example of the much-admired heavy industrialists, 
more and more middle-class elements allowed themselves to be drawn into 
the movement. 

Shortly after the furor aroused by the Harzburg meeting had died 
down, Schacht was involved in an automobile accident which kept him 
from taking any part in public affairs for more than a month.** He 
was remarkably quiet during the first half of 1932 while conditions 
changed rapidly in Germany. During that time Hindenburg was re- 
elected president, while the Nazis piled up an impressive 18,418,051 
votes in the run-off contest on April 10. In the elections for the Diets 
in Prussia, Bavaria, Wirttemburg, and Anhalt on April 24, 1932 the 
National Socialists scored huge successes. In Prussia out of a total of 
420 seats they gained 153 seats more than they formerly held for a 
total of 162, or 69 more than the next largest group, the Social Demo- 
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crats. In Bavaria they increased their seats from 9 to 43; in Wurttem- 
burg from 1 to 23; in Anhalt from 1 to 15.% 

Briining was attacked by almost every element in Germany for one 
reason or another, and on May 80, 1932 was finally dismissed by 
Hindenburg, his only real support, for trying to settle peasants on 
bankrupt estates in East Elbia.*” Franz von Papen succeeded Briining 
as Chancellor with a strongly conservative cabinet which carried on 
an even less responsible government than had Briining.’”* This govern- 
ment did bring home one major diplomatic success. for it fell to the 
Papen government to end reparations. The international conference 
at Lausanne opened on June 16, 1932 with one of its aims being to 
achieve a final settlement of the whole reparation problem.'* Papen’s 
government demanded the complete cancellation of reparation pay- 
ments on the basis of Germany's economic and financial conditions. 
France insisted that the Young Plan be formally continued. while at 
the same time recognizing that Germany could not continue paving 
the full annuities. By July 9 the opponents had reached a compromise 
agreement by which Germany promised to pay three billion gold 
marks into a general fund for European reconstruction. In return the 
creditor powers agreed to abolish the Young Plan completely. The 
Lausanne agreement effectively ended the reparation question.’ 

The Nationalists and the National Socialists were violently opposed 
to this settlement which Schacht praised.'* The Lausanne corres- 
pondent of The Times wrote: “That the agreement of Lausanne is 
actually a good one is shown by the one word ‘Bravo!’ telegraphed to 
Herr von Papen by the former Reichsbank President, Dr. Schacht, 
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whom nobody will suspect of being easily pleased in these matters”.1% 
On this question Schacht took the same position as the Social Demo- 
crats.!% In his book Abrechnung mit Hitler Schacht left the impression 
that the final settlement at Lausanne was the result of his preparatory 
work in 1930, particularly his trip to the United States in the late fall 
of that year.' 

Papen made the most of his diplomatic success at Lausanne, but the 
National Socialists would concede nothing.” The Reichstag had been 
dissolved by Hindenburg on June 4, 1932 and new elections called 
for July 31. The National Socialists emerged with 230 seats in the 
Reichstag and the Communists increased their mandate to 89 repre- 
sentatives.18 
Because of the world significance of events since 1933 the question of 
who was responsible for Hitler’s accession to power has assumed great 
importance. It is not the purpose of this study to answer that question, 
but some attempt to evaluate Schacht’s role is pertinent because of 
the efforts on the part of many Germans to place much of the respon- 
sibility on him.!°* The obvious point of departure in such an attempt 
is the fact that fourteen million Germans voted for the National 
Socialists on July 31, 1932 and thereby gave that party 230 seats in 
the Reichstag, making it by far the strongest party in Germany, 
stronger than all the bourgeois parties put together. Hitler’s party had 
polled almost forty per cent of the entire vote, an unprecedented 
event in the whole history of the Reichstag." 

Schacht developed his argument along the lines that traditionally 
in every parliamentary system the leader of the largest party in the 
house is the man called on to form a government. Once the National 
Socialists had achieved their success at the polls the only real solution 
was to offer the leadership of the government to the head of that 
party, Hitler.11! The question then becomes one of ascertaining 
Schacht’s part in Hitler’s party polling such a vast number of votes 
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in the July election. The basis of the charge that Schacht.was primarily 
instrumental in Hitler’s accession to power is that he used his tremen- 
dous prestige to garner funds for the party from his industrial and 
banking friends and followers.'!? Since there was no law in Germany 
limiting election expenditure, wealth did play a large role in political 
affairs.18 It cannot be proved, however, that Schacht actually con- 
tributed financially either personally or as the agent of the National 
Socialists until after Hitler was made Chancellor in 1933. Even then 
his aid was specifically directed to the government coalition. 

Down to the time of the depression following 1929 the German 
bankers and captains of industry had shown very little interest in 
sponsoring the National Socialists or any fascist group. Certainly 
they were as eager as others in Germany to check Communism, but 
they thought that could be done most effectively by continuing the 
policy of cooperation with the trade unions which had been started 
in the fall of 1918.115 Before the sudden upsurge in Reichstag represen- 
tation in 1930 the party lived primarily on membership dues, contribu- 
tions of party members, collections at meetings, and returns on pub- 
lications. The technique of religious revivals was not foreign to the 
National Socialists in financial matters.146 There were a few individual 
gifts from local South German producers, but those never amounted 
to large sums.1!7 The army had assisted the Nazis from 1919 to 1923 
but quit after the stabilization of the currency.1!8 

According to the historian of the great chemical firm, I.G. Farben, 
that organization supported several parties until 1931 and did not give 
the National Socialists its full support until 1932. During 1931 and 
1932 I.G. made several secret contributions to the Nazis. Some of these 
were not intended but resulted from the fact that the Nazis shook 
down several departments at the same time without one knowing the 
other was being approached. The I.G. representatives were still rather 
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bitter about it after the war was over. According to the historian such 
gifts to political parties were made as a way of “hedging I.G.’s political 
bets”.119 

What is true of I.G. Farben appears to have been the case with 
most of the German concerns. Even after 1929 the amounts of dona- 
tions by industry were not enough to appreciably change the situation. 
The Nazis operated on a multi-million mark budget annually and 
even the highest figure mentioned remained far behind the party’s 
expenditures.’ It is true that Hitler began a campaign to win the 
support of industry and the landowners as early as 1927 and kept it up 
until he became Chancellor,!2* but contrary to prevalent opinion the 
work of the party was in no sense financed by large-scale capitalists 
and landowners.!2 The importance of the monetary assistance the 
National Socialists received from industry after 1929 lay not in the 
amount but “what mattered was that such amounts came in at all. 
They were like shots in the arm which proved to the millions of 
Hitler’s followers that their Fiihrer was ‘in’ with the right type of 
people and thus deserved credit, politically and economically.” 1° 

One factor which caused a large section of German heavy industry 
to support National Socialism was that the Briining government had 
purchased a controlling interest over the largest unit of heavy industry 
in Germany in early March, 1932.12 Such control exercised by an 
anti-capitalist government would have been extremely dangerous to 
all German industry. The Briining government which ruled without 
parliamentary support did not appear to be a sufficient guarantee 
against the possibility of a left-wing government. Therefore industry 
tended to increase its support of the National Socialists to prevent 
control of industry falling to either Socialists or Communists.'”° 

A remarkably frank picture of what the business leaders of Ger- 
many were thinking in the critical days of 1932 is given in a series of 
119 Sasuly, I. G. Farben, pp. 66-7. 
120 Hallgarten, “Adolf Hitler and German Heavy Industry 1931-1933”, p. 225. 
21K. R. Ganzer, Vom Ringen Hitlers um des Reich (Berlin, Zeitgeschichte 
Verlag, 1935), p. 67. 
122 Abel, Why Hitler came into Power, p. 90. 
123° Hallgarten, “Adolf Hitler and German Heavy Industry 1931-1933”, p. 225. 
124 Ibid., pp. 232-45 has developed this topic thoroughly and has done an 
excellent job of documentation. 
25° The Frankfurter Zeitung took particular pride in digging into the whole 
affair and it produced much interesting material although the main features were 
not clear until after the war. Frankfurter Zeitung, July 6, 23, 28, 30, 31, and 


Aug. 3, 1932; see also Hallgarten, “Adolf Hitler and German Heavy Industry 
1931-1933”, pp. 242-3. 
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letters which circulated privately as a sort of advisory service to 
leaders of the industrial world. One of the letters in September, 1932 
summarized the situation as one of transition during which there was 
acute danger of the economic crisis destroying the achievements of 
the past years and thereby the quiescence of the working class. The 
old sluice mechanism of drawing off the working class resentment by 
minor concessions was endangered “with the result that the working 
class will begin to turn in the direction of Communism and the bour- 
geois rule will be faced with the necessity of setting up a military 
dictatorship”.12° Since this was true “the only possible means of saving 
bourgeois rule from this abyss is to effect the splitting of the working 
class and its tying to the State apparatus by other and more direct 
means. Herein lie the positive possibilities and the tasks of National 
Socialism.” 127 

Schacht has never attempted to disclaim his support for Hitler and 
the National Socialists after they became the largest party in the 
Reichstag, but insists that 


before the elections of July 31, 1932 I have never spoken or written a 
single word in favour of the National Socialistic movement. But when the 
election of July 31, 1932 produced an overwhelming victory of the Hitler 
party I was convinced that this party would take the leadership in the 
coming government.!28 


This attitude is borne out by a letter which Schacht wrote Hitler on 
August 29, 1932. Internal criticism of this letter indicates that Schacht 
had not been in support of Hitler prior to the date of the letter, but 
that now he wished to offer advice on economic matters. 


But perhaps as an economist I may say this; if possible do not put forward 
any detailed economic program. There is no such program on which 14 
millions could agree. Economic policy is not a factor for building up a 
party, but at best collects interest. Moreover, economic measures vary with 
time and circumstances. It merely depends on the spirit out of which they 
are born. Let this spirit be the deciding factor. 

Wherever my work may take me to in the near future even if you 
should see me one day within the fortress — you can always count on me 
as your reliable assistant.129 


126 As quoted in Sasuly, I. G. Farben, pp. 68-9. 

127 Tbid., p. 69. 

8 Letter to the author from Dr. Schacht, May 4, 1953; see also Schacht, 
Abrechnung mit Hitler, pp. 39-41. 

129 U. S. Chief of Counsel for the Prosecution of Axis Criminality, Nazi Con- 
spiracy and Aggression (Washington, U. S. Government Printing Office, 1946), 
Doc. EC-457, VII, p. 514; hereinafter cited as NCA. 
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Shortly after the July election negotiations were begun with the in- 
tention of bringing the National Socialists into the government, but 
Hindenburg and Papen refused to allow Hitler to have the chancel- 
lorship and he refused to accept any lesser post.'** When it became 
evident that the Nazis would not cooperate with the government 
except on its own terms Papen decided on a policy of attrition through 
continued elections until the opposition was worn down.'*! Papen dis- 
missed the Reichstag on September 12, the same day on which it met. 
In the new elections the Nazis lost 34 seats and appeared to be on 
the verge of collapse as a party. On the other hand the Communists 
emerged from the election with 100 deputies. 

In the meantime Schacht became an active campaigner for Hitler’s 
chancellorship. A few days after the November 6 elections he wrote 
Hitler that he had 


no doubt that the present development of things can only lead to your 
becoming Chancellor. It seems as if our attempt to collect a number of 
signatures from business circles for this purpose was not altogether in 
vain, although I believe that heavy industry will hardly participate, for it 
rightfully bears its name ‘heavy industry’ on account of its indecisiveness.133 
Papen was being steadily undermined by General Kurt von Schleicher 
who had been posing as the power behind the chancellorship for 
some months and who now decided that Papen was becoming too 
independent. Thinking that he was powerful enough to rule without 
Schleicher, Papen made the formal gesture of resigning, expecting to 
be reappointed as soon as it became clear to all concerned that he was 
the only man in Germany who could rule. He had underestimated 
Schleicher’s intrigue, however, and after more than two weeks of 
negotiations, Hindenburg finally appointed Schleicher Chancellor.‘ 

After Papen’s resignation Schacht began to show support for Hitler 
openly. On November 21, 1932 Goebbels for the first time recorded 
in his diary that Schacht “absolutely supports our standpoint. He is 
one of the few who quite steadily side with the Leader.” ‘° In an in- 


130 Papen, Der Wahrheit eine Gasse, pp. 220-7; Goebbels, Vom Kaiserhof zur 
Reichskanzlei, pp. 144-7. 

131 Stampfer, Die vierzehn Jahre der ersten deutschen Republik, pp. 584-99. 
132 Schulthess’ Europdischer Geschichtskalender, 1932, pp. 158-62, 196. 

133 NCA, Doc. EC-456, VII, pp. 512-3. 

134 One of the best narratives of the events between Papen’s resignation and 
Schleicher’s appointment is found in Schulthess’ Europdischer Geschichtskalender, 
1932, pp. 202-15; Papen, Der Wahrheit eine Gasse, pp. 234-52; Meissner, Staats- 
sekretéir unter Ebert-Hindenburg-Hitler, pp. 254-60. 

135 Goebbels, Vom Kaiserhof zur Reichskanzlei, p. 208. 
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terview with the representatives of the Press Schacht was asked if he 
wanted the vacant post of Chancellor. He replied that “there is only 
one man who can now become Chancellor, and that is Adolf Hitler. 
... If Hitler does not become Chancellor now, he will in four month’s 
time.” 186 Schacht testified at the Nuremberg trials that his statement 


was caused by the fact that Hitler in the July elections of 1932 obtained 
40 per cent of all seats in the Reichstag for his Party. That is an election 
result which ... had never occurred since 1871, when the Reichstag was 
founded; and to me, as a democrat and a follower of democratic parlia- 
mentary government, it was quite inevitable that that man was now to be 
entrusted with forming a cabinet. I do not know of any alternative at the 
time, There was only one other possibility, one alternative, and that was a 
military rule. But the Cabinet of Von Papen already had had some special 
presidential authority and still could not maintain itself in the face of the 
Reichstag; and when Herr Schleicher attempted to establish a military 
regime without the participation of the Nazis, he failed after just a few 
weeks, because he found himself confronted with the alternative either of 
starting a civil war or resigning.137 

The denouement of the sorry intrigues which ended the Weimar Re- 
public and brought Hitler to the chancellorship on January 30, 1983 
has been often written. There is no evidence that Schacht took an 
active part in the negotiations, although he certainly had proved him- 
self by this time in favor of Hitler's chancellorship. His next important 
act was to come after the Hitler government was in power and facing 
the election of March 5, 1933. In February Hitler asked Schacht if 
he would be his banker for a meeting which Goring would call to 
raise funds for the elections. Schacht accepted and the meeting was 
held on February 20 in Géring’s home with about 20 leading bankers 
and industrialists in attendance. Hitler and Goring both spoke, asking 
for financial support. Goring concluded his speech by saying that the 
sacrifices would be much easier to bear if it were realized that the 
coming election would surely “be the last one for the next ten years, 
probably even for the next one hundred years”.*% 

After the war Schacht said he supported Hitler for two reasons 
primarily. He believed that with Hitler as Chancellor the excessively 
large number of unemployed could be put to work and thereby end 
the class struggle; and that Hitler would be able to restore German 
self-respect by doing away with the inequalities and humiliations 


186 Volkischer Beobachter, Nov. 24, 1932. 
137 IMT, XII, p. 454. 
138 IMT, Doc. EC-439, XXXVI, 520-2. 
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under which Germany suffered. According to his argument Hitler was 
undoubtedly the people’s choice. The election of March 5, 1933 
proved that. It was an honest election and the last one.1% 

Those who argue that Schacht had now changed his position in 
order to curry favor with Hitler fail to see that Schacht’s position had 
in reality changed very little. When Germany could do nothing else 
Schacht advocated collaboration with the Powers. Thus he accepted 
the Dawes Plan and cooperated fully because he recognized that at 
that time he could do nothing more effective for Germany. As the 
chief German representative on the Young Committee in 1929 he 
fought and worked for every possible gain for Germany. Then when 
he had done all he could during the negotiations he began using the 
Young Plan itself as a weapon, pleading for it as a whole rather than 
accepting the changes initiated at The Hague. When the world eco- 
nomic situation deteriorated in 1930 he took advantage of it to insist 
that Germany could no longer pay reparations. As the Powers became 
engrossed in their own economic difficulties in 1981 and 1932, 
Schacht saw that their discomfiture could be used to advantage in 
regaining German sovereignty and equality as a world power. That 
required a national movement with a strong leader at its head. 

Personal experience with the Weimar governments had convinced 
Schacht that the Center and Social Democratic parties were prone 
to accept more dictation from the former Allied Powers than was 
necessary. A strong national leader could take advantage of the lack 
of unity among Germany’s opponents to gain for her a position of 
equality in international relations, and free her from all economic 
payments. He had not changed his ideas so much since 1923, as he 
had become convinced that the opportunity had at last arrived to 
restore his country’s independence, sovereignty, and economic well- 
being. These tactics should not be too surprising to today’s Americans 
who are familiar with the actions of the leaders of such have-not 
nations as Spain and Yugoslavia — or even West Germany. 


139 Poole, “Reports on Interrogations”. 
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ECONOMIST PAR EXCELLENCE: 
SCHACHT AND THE GERMAN ECONOMY, 1933-1936 


On March 16, 1933 Dr. Luther handed his resignation of the Reichs- 
bank presidency to the General Council and Schacht was proposed 
as his successor.1 His appointment under the new regime was due to 
Hitler’s belief in the importance of economics and his confidence in 
Schacht’s ability in that field, rather than to his political weight. Cer- 
tainly it is doubtful that Hitler intended him to have full sway in 
directing the German economy.? In a speech of March 23, 1933 
Hitler promised the strongest stimulus to private initiative and the 
recognition of private property, but at the same time named as the 
chief task of the regime the establishment of unconditional author- 
ity of the government.? Schacht agreed with Hitler on the idea of 
authority. 


The secret of financing Germany’s political and economic tasks lies in a 
centralized and rigid concentration of the whole public and private activi- 
ties of the German Reich, that is public finance as well as private economy. 
This concentration is only possible within a state based on authoritative 
rules.4 


1 Ulrich Thiiraug, ed., Schulthess’ Europdischer Geschichiskalender, neue Folge, 
1933 (Miinchen, Beck, 1933), p. 58. 

2 Franz Karl Maier, Ist Schacht ein Verbrecher? (Reutlingen, Verlag die Zu- 
kunft, 1947), pp. 37-46 tries to prove that Hitler felt certain that Schacht would 
support the National Socialist State without reservation. 

3 Published in Ernst Forsthoff, ed., Deutsche Geschichte in Dokumenten seit 
1918, 2nd ed. (Stuttgart, 1938), pp. 290-99. See also Franz Neumann, Behemoth. 
The Structure and Practice of National Socialism (London, Oxford University 
Press, 1942), p. 50. 

4 Hjalmar Schacht, Kénigsberger Rede. Rede des Reichsbankprésidenten und 
Beauftragten Reichswirtschaftsministers Dr. Hjalmar Schacht auf der deutschen 
Ostmesse (Berlin, Reichsbank, 1935), p. 8; see also Neumann, Behemoth, who 
refers to the Nazi economy as “a private capitalistic economy regimented by the 
totalitarian state”, p. 261; see W. F. Bruck, Social and Economic History of 
Germany from William II to Hitler 1888-1938; A Comparative Study (New York, 
Oxford University Press, 1938), p. 212. 
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The appointment was a strategic move. It was believed at the time 
that any deviation from par by the mark would have indicated the 
beginning of another inflation, which would have brought about the 
fall of the National Socialists.5 Schacht could be counted on not to 
countenance any wild schemes for uncontrolled inflation, and his 
appointment served to allay somewhat the fears of the conservatives 
as to the monetary policy of the new regime.* Schacht once explained 
that 


the essence of my task, as I see it, is to move step by step to a new but 
practicable form of national economy in which private initiative and public 
control are brought into a working synthesis. That sort of thing is not to be 
achieved as a sort of parlor game, or left to the chance of a happy inspira- 
tion. It proceeds only from continual experiment and adjustment, from a 
mass of specific attempts and practical modifications. Don’t take too 
simple a view of the healing of the economic body of Germany. We must 
allow the utmost possible free play to independent enterprise, and examine 
with the utmost caution every suggestion for public intervention. I will 
have nothing to do with Utopias.7 


Numerous attempts have been made to explain Schacht’s motives in 
allying himself with Hitler.8 No single hypothesis resolves the prob- 
lem. He was not at any time a National Socialist Party member.® His 
economic views were far to the right of the party program and the 
ideas of the party members." 

Perhaps the most important factor in favor of his cooperation with 
the National Socialists was anticipation of the Nazi methods of using 


Kr 


5 The Times, March 17, 1933 reported that Schacht’s reputation was generally 
accepted as a guarantee against currency experiments and could be expected to 
keep the mark stable. An editorial in Neue Ziiricher Nachrichten, August 4, 1934 
said there was no doubt that the fate of Hitler was more dependent on Schacht’s 
success than on the plebicite of August 19. Neumann, Behemoth, pp. 51-3 dis- 
cusses the measures taken by the leading Nazis in the early days to prevent 
further excesses by party elements which would endanger the new regime. 

6 Karl Richard Bopp, Schacht: Central Banker (= The University of Missouri 
Studies. A Quarterly of Research, Vol. X1V, Nr. 1) (Jan., 1939), p. 60. Calvin B. 
Hoover, Germany Enters the Third Reich (New York, Macmillan, 1933), p. 115. 
Great Britain Foreign Office, Documents on British Foreign Policy, 1919-1939, 
ed. E. L. Woodward and Rohan Butler, Second Series, [TV (London, H.M. 
Stationery Office, 1946-), p. 466. 

7 Hermann Rauschning, Men of Chaos (New York, Putnam, 1942), p. 119. 

8 Practically every book dealing with the period has a hypothesis. Schacht 
expresses himself on the subject in Das Ende der Reparationen, pp. 177-90. 

® It has often been taken for granted that Schacht was a party member, but 
there is no evidence for it. Dr. Franz Reuter, the official National Socialist bio- 
grapher of Schacht, wrote that Schacht never joined the party; in Schacht (Stutt- 
gart, Deutsche Verlagsanstalt, 1937), p. 117. 

10 This aspect will be covered thoroughly later in this chapter. 
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power once it was in their grasp. Financial circles have accepted as 
fact for many years that Schacht considers himself qualified to exer- 
cise financial dictatorship."! He felt that he would become the real 
ruler because it had been his experience that financial difficulties of 
the State made the government dependent on the wishes of those who 
controlled the capital market.!2 Schacht intended to use Hitler and 
the National Socialists to implement his own ideas rather than to 
assist in establishing the Hitler platform.1* Some writers even believed 
that Schacht intended ultimately to lead the new Germany himself 
with Hitler as a mere puppet. He felt in any case that he had to do 
what he could to reform the economic phases of the party program 
and that this was possible only from the inside.’4 

Schacht wasted no time after his appointment before explaining 
his program. In a radio speech on March 18, 1933 he spoke in ortho- 
dox manner of economics, especially concerning the preservation of 
the value of the mark and the recognition of debts,!® which caused 
the British Ambassador to report home that Schacht’s appointment 
could be regarded as an extremely fortunate fact for the British.'® 
He wrote that Schacht’s view indicated a wish to take over certain 
powers of the Ministry of Finance, particularly in regard to the ex- 
change control. The Ambassador felt that Schacht could be trusted 
to fight as hard as anyone for the independence of the Reichsbank, 
and that the Nazis would find out sooner or later that they had 
“caught a tartar”.!7 

On April 7, 1933 at the general convention aie the Reichsbank 
Schacht developed the program he was to follow for the next few 
months. He began his address by describing the general economic 
situation and stressed the poor exchange position which he reported 
was growing worse every day in spite of further restrictions. Then 
he made a number of positive propositions for the rebuilding of the 


11 Norbert Mihlen, Der Zauberer. Leben und Anleihen des Dr. Hjalmar Horace 
Greeley Schacht (Ziirich, Europa, 1938), p. 41 

12, Wallace R. Deuel, People Under Hitler (New York, Harcourt, 1942), p. 66 
13° Miihlen, Der Zauberer, p. 41, follows his thesis throughout the entire book, 
even hinting that Schacht was successful and was the real ruler behind Hitler; 
Frederick L. Schuman, The Nazi Dictatorship: A Study in Social Pathology and 
the Politics of Fascism (New York, Knopf, 1935), p. 396. 

4 Deuel, People Under Hitler, p. 266; Miihlen, Der Zauberer, p. 41; Bopp, 
Hjalmar Schacht, p. 60; Documents on British Foreign Policy 1919-1939, Second 
Series, IV, p. 470. 

15 Schulthess’ Europdischer Geschichtskalender, 1933, pp. 59-60. 

6 Documents on British Foreign Policy 1919-1939, Second Series, IV, p. 466. 
17 Documents on British Foreign Policy 1919-1939, Second Series, IV, p. 470. 
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German economy: (1) stock the Reichsbank with gold and exchange; 
(2) work out a more practicable plan for the exchange of money and 
goods; (3) preserve the value of the mark; (4) stimulate the economy 
by creation of production goods, while at the same time stressing the 
lack of validity of such emergency work as building roads; (5) build 
a sound agrarian policy; and (6) lower the interest rates. 

In the same address Schacht stated that he had worked until 1980 
with the former government and had found a number of people in 
that circle who wanted to do the best thing for Germany. He further 
stated that he was not a member of the National Socialist Party and 
asked that all employees of the Reichsbank keep their political con- 
victions out of their work. He had always tried to prevent politics 
from being involved in the Reichsbank and emphasized that political 
convictions must not be merged with positions in the Reichsbank." 

Schacht has himself written very clearly concerning the theories 
and procedures of German financing during the years from 1933 to 
1936 and the fact that it was published before his association with 
the regime was severed lends added weight to the statement. 

The idea of bringing about economic revival by financing consumption 
which was prevalent at first and which meant the willy-nilly distribution 
of money by the state was at once abandoned. ... Instead of this, all 
government assistance was from the very beginning used to bring about a 
rise in production, first in a so-called work creation program through credit 
assistance for reconditioning, repairs and similar things, and afterwards 
through the great armament program which was steadily expanded. The 
extent of this program and of the auto-highway construction which was 
undertaken soon made it clear that these two tasks alone would be suf- 
ficient to overcome the existing unemployment, so that the other work 
creation measures soon became superfluous.2° 

While some of the reasons for Schacht’s collaboration were negative 
from the economic point of view, others were certainly more positive. 
His attitude toward rearmament was unequivocal enough. He wanted 
to help in the Nazi rearmament program not only as a means of re- 
ducing the unemployment lists and as a pump-priming measure, but 
also because he knew that only through rearmament of the German 
people could his nation have equality with those surrounding her. He 
18 Schulthess’ Européischer Geschichtskalender, 1933, pp. 92-5. 

19 Schacht, Nationale Kreditwirtschaft (Berlin, Paul Hegemann, 1934), pp. 12-21. 
20 Hjalmar Schacht, “Financial Miracle” and “New Plan”, Supplement to the 
Weekly Report on the German Institute for Business Research, Dec. 1, 1938, p. 2, 
as quoted in Lewis L. Lorwin, National Planning in Selected Countries (= Na- 


tional Reserves Planning Board, Technical Paper, No. 2) (Washington, U. S. 
Government Printing Office, 1941), p. 20. 


86 ECONOMIST PAR EXCELLENCE 


knew that as long as Germany remained unarmed she would have 
no voice in international affairs, and he believed that “an unarmed 
Germany in the center of Europe, surrounded by armed nations ... 
was a menace to peace” .”! 

Schacht remembered with considerable chagrin his former presi- 
dency of the Reichsbank when his position was rather anomalous. The 
commissions sent by Germany’s conquerors dictated policy too much 
to please a man of Schacht’s egotistic temperament and nationalistic 
feelings. Beyond that Schacht had been forced to accept the role of 
beggar too often to suit him. He felt that without rearmament Ger- 
many could not regain her pre-war pre-eminence in world trade or 
even regain her old position with respect to production for home con- 
sumption.”2 After his dismissal from the Ministry of Economics in 
1987 he wrote: 


I think back with much satisfaction to the work in the Ministry of Eco- 
nomics which afforded me the opportunity to assist in the rearmament of 
the German people in the most critical period, not only in the financial but 
also in the economic sphere. I have always considered a rearmament of the 
German nation as conditio sine qua non of the establishment of a new 
German nation.?3 


It was not only for economic and financial reasons that Schacht wanted 
rearmament. A letter to Hitler on January 7, 1939 throws additional 
light on his motivation. 


From the beginning the Reichsbank has been aware of the fact that a 
successful foreign policy can be attained only by the reconstruction of the 
German armed forces. It [the Reichsbank] therefore assumed to a very 
great extent the responsibility to finance the rearmament in spite of the 
inherent dangers to the currency. The justification thereof was the neces- 
sity — which pushed all other considerations into the background — to 
carry through the armament at once, out of nothing and furthermore under 
camouflage, which made a respect-commanding foreign policy possible.24 

At the Nuremberg trials Schacht accepted full responsibility up to 
March, 1938 and expressed complete satisfaction with that responsi- 


bility.25 


21 Ynternational Military Tribunal, Trial of the Major War -Criminals Before the 
International Military Tribunal, Nuremberg, 14 November, 1945 ~— 1 October, 
1946 (Nuremberg, International Military Tribunal, 1947), XII, p. 476. 

= IMA XVAl py 224) 

23 U. S. Chief of Counsel for the Prosecution of Axis Criminality, Nazi Con- 
spiracy and Aggression (Washington, U. S. Government Printing Office, 1946), 
Doc. EC-257, VII, p. 347. 

24 NCA, Doc. EC-368, VII, p. 427. 

*5 NCA, Doc. 3726-PS, VI, p. 473; Doc. 3729-PS, VI, p. 529. 
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As Schacht saw it the only practical manner in which this work 
creation and armament program could be carried out was for the 
State to begin the process and finance it on a large scale. That posed 
the problem of the source of the financing, since the State had absolu- 
tely no capital available and was having to engage in money creation. 


Classical economic theory permits money creation only when the goods in 
circulation have already been increased and it forbids a financing of pro- 
duction and especially a large credit expansion over a short period of time. 
This theory postulates the existence of a liberal economy, the basis for all 
classical economic thought. In such an economy a great increase in the 
money in circulation leads necessarily to price and wage increases and thus 
to a strained state of affairs which in the end causes an economic depres- 
sion. But National Socialism introduced in Germany a state-regulated econ- 
omy which made it possible to prevent price and wage increases. This did 
away with one of the main objections to a financing of production through 
credit. And so credit was used to produce a greater volume of goods, and 
the only problem which remained was the determination of just how far 
this money creation could go. For money creation by the state always 
contains the seed of excess which leads to inflation. The fact that the 
newly-created money would be covered by newly-created goods was not 
the only point; the type of goods also had to be considered. Simply, the 
problem was as follows: the credit money, made available for the arma- 
ment program, produced a demand for consumption goods insofar as it 
was paid out in the form of wages and salaries. However, the armament 
manufacturers deliver military goods which are indeed produced but not 
consumed. ... The standard of living and extent of rearmament stand in 
inverse relation to each other. The less I consume, the more I save, and the 
more I save, the more I can spend on armaments. This means that arma- 
ments in the final analysis can be financed not through money creation, 
but only through savings.26 


Speaking before the Central Organization of German Banks on Febru- 
ary 22, 1934 Schacht said that there were 21 million savings accounts 
in Germany and it was the job of the bankers to place them at the 
disposal of the economy. He promised to maintain stability of the 
mark despite the exporters who were demanding devaluation.” 

In order to bridge the gap from the economic depression which had 
cut the tax revenues to a minimum and had exhausted the capital 
market Schacht felt that the only thing to do was to have the Reichs- 
bank provide the credits for work creation and armaments until 
business had improved enough to allow for savings. At that point it 
would be not only possible but absolutely necessary to shift the burden 


26 Schacht, quoted in Lorwin, National Planning, p. 20. 
£7 Schulthess’ Europdischer Geschichtskalender, 1934, p. 73. 
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of financing to taxes and loans.?* It was Schacht’s intention to allow 
for a five year period of public spending in order to prime German 
business and achieve economic recovery.?® He assumed that the gov- 
ernment would then be able to increase its tax revenues and carry the 
burden of repayment. He accepted the responsibility of providing the 
money for this five year period and at the same time drew up his 
financial program in such a manner that it acted as an automatic brake 
on excessive expenditure.*° 

National Socialist economic policy prior to the outbreak of World 
War II has been divided into three major phases, with some dis- 
crepancy as to the character of the second. One author referred to 
the initial phase which resembled any other depression policy of 
trying to overcome unemployment with stimulation of private enter- 
prise and which extended the work-creation policy of former regimes; 
Schacht’s New Plan; and the Four Year Plan.*t A German historian 
writing in the early days of World War II after the fall of Schacht 
spoke of Arbeitsbeschaffung, Aufriistung, and Vierjahresplan.®? His 
categories would appear to be more accurate since the New Plan of 
Schacht was actually an element in both the work-creation policy and 
the initial phase of rearmament. According to this argument Schacht 
can be credited only with the first phase because the second and third 
were made possible only by political control over the economy, to 
which Schacht was basically opposed.®8 

This appears to reflect Hitler’s view at about the same time, because 
in the letter by which he dismissed Schacht from the Reichsbank 
presidency he personally inserted the sentence, “Your name above 
all will always be connected with the first epoch of the national re- 
armament”.* The first phase was an effort to bring all the factors of 


28 Schacht, quoted in Lorwin, National Planning, p. 20. 

28 Schacht, Abrechnung mit Hitler (Berlin, Rowohlt, 1948), p. 55; see also 
affidavit of Emil Puhl, member of the Reichsbank directorate, 1933-39, IMT, 
XXXVI, Doc. EC-436, pp. 513-4; Karl Schiller, Arbeitsbeschaffung und Finanz- 
ordnung in Deutschland (Berlin, Diinnhaupt, 1936), pp. 134-5. 

30 See letter Count Schwerin von Krosigk to Hitler, Sept. 1, 1938, IMT, Doc. 

EC-419, XXXVI, pp. 492-8; Trials of War Criminals Before the Nuremberg 
Military Tribunals Under Control Council Law No. 10 Nuremberg October 1946 
= April 1949 (Washington, U.S. Government Printing Office, 1952), XII, pp. 
09-14. 

31 Neumann, Behemoth, p. 293. 

82 Josef Winschuh, Geriistete Wirtschaft (Berlin, Frundsberg, 1940), pp. ix-xiii. 

83 Winschuh, Geriistete Wirtschaft, pp. ix-xiii. 

34 NCA, EC-397, VII, p. 438; IMT, XI, p. 94. 
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the economy into full play: labor force, capital, and raw materials.*° 
Schacht stressed four factors in the first years of National Socialist 
economic policy: free Germany of debts; transform commerce in such 
a way that it redounded to the economic betterment of Germany; 
finance programs which would reduce unemployment by creating 
work and at the same time rearm Germany; and prevent inflation.** 
Until July 30, 1934 Dr. Kurt Schmitt, Managing Director of the 
Allianz Insurance Company, held the Portfolio of Economics in Hit- 
ler’s cabinet. The simple announcement on that day that Schacht had 
been nominated “first for six months” to replace Dr. Schmitt as head 
of the Reichswirtschaftsministerium *’ veiled a struggle behind the 
scenes in the German economy for control of policy.** This struggle 
was more than one between two individuals, although they had no 
great personal regard for each other, and meant the victory of a more 
conservative economic policy than if Schmitt had been kept.*® Schmitt 
was still trying to get foreign loans from the United States and Eng- 
land to be used for purchase of raw materials. Schacht already had in 
mind his future program outlined in the New Plan.*° One of Schacht'’s 
biographers wrote that he was chosen because he “stood in the non- 
doctrinaire center” between the old liberal capitalism and National 
Socialism.*! Schacht said he accepted the Economics Portfolio because 
an inadequate economic policy could easily have endangered the 
work which he was doing in the Reichsbank. 
A combination of currency policy and economic policy. in pursuit of a com- 
mon end seemed an attractive idea, and I believed that I could find the 
requisite ways and means. In the interests of the German working class | 


naturally found the idea of mastering Germany’s foreign-trade problem an 
attractive one, and the solution was already in my head.‘2 


Schmitt reported later that he went to Hitler in 1934 to warn him 


85 Winschuh, Geriistete Wirtschaft, p. xv. 

86 Otto Ménckmeier, Jahrbuch der Nationalsozialistischen Wirtschaft (Miinchen, 
Eher, 1937), p. 167. Schacht has been accused of devising in reality an inflationist 
system of “work-creation” within the framework of a currency technically and 
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1940 (New York, Reyna], 1940), p. 238. 

37° Schulthess’ Europdischer Geschichtskalender, 1934, p. 189; Reichsgesetzblatt, 
1934, Part I, p. 565, shows the rather large powers he received to make any 
measure deemed necessary for the development of the German economy. 
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against the unlimited and unproductive spending for arms. Hitler 
declared armaments to be the most productive expenditure possible. 
Schacht supported Hitler on this matter which caused the Fihrer to 
favor Schacht’s appointment to Schmitt’s position.*® Actually there ap- 
peared to be a split in the ranks of German industry with each of the 
two men representing one element particularly on this question of 
how best to work toward full utilization of the factors of production.“ 

There were now two powers united in one man which had here- 
tofore been separated — that of head of the State Bank and that of 
Comptroller of the State’s finances.** The reason for his appointment 
for only 6 months appears to have no significance other than the fact 
that he could serve only as “acting Minister” because a real minister 
could not be a member of the Bank of International Settlements.*® 
The appointment was made permanent on January 30, 1935 with 
Schmitt’s resignation being credited to bad health.” At the same 
time Géring proposed that Schacht be made Minister for Economy 
and Labor in Prussia.48 

It is usual for students to write that Schacht with this appointment 
became absolute dictator of economic affairs in Germany.’ There is 
little evidence to that effect at that time. It would be more accurate 
to say that it was the beginning of his later position as dictator, for 
there was certainly plenty of opposition to him then. Apparently 
Walther Darré, Minister of Agriculture, inherited some of the leader- 
ship of the executed Rohm and many of the individuals who disliked 
Schacht’s capitalistic policies rallied around Darré. One newspaper 
wrote that “even well informed circles compare the Reichsminister 
Darré with the executed Rohm”. Darré received active support from 
a group of exporters who were dissatisfied because Schacht refused 
to agree to a devaluation of the mark. This struggle was not a brief 
one. The Minister of Agriculture continued his efforts to infiltrate the 
whole economy with the “radical ideas” he cultivated in his own 
ministry. In the bitter controversy during the early days of December, 
43 Maier, Ist Schacht ein Verbrecher?, p. 48. 
44 Neue Ziiricher Nachrichten, Aug. 10, 1934. 
45 IMT, Doc. EC-437, XXXVI, pp. 514- 8 contains a discussion of Schacht and 
the German economy by his associate Emil Puhl. 
46 Maier, Ist Schacht ein Verbrecher?, pp. 46-7. 
47 Schulthess’ Européischer Geschichtskalender, 1935, p. 30. 
48 Neue Ziiricher Nachrichten, Jan. 31, 1935. 
49 Miihlen, Der Zauberer, p. 163. 
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19834, over price policy Schacht was the victor, but Darré was sustained 
by the radical elements in the party. Further opposition to Schacht 
came from Dr. Robert Ley and the Labor Front during this same 
period. They too attacked his lack of emphasis on the socialist aspect 
of the movement and Schacht did not conceal his hostility to the 
“socializing tendencies of the Labor Front” * nor his intention of 
trying to get rid of Dr. Ley.*4 

One newspaper which followed the situation very closely reported 
that Schacht was gradually completing and reinforcing his position 
and removing all obstacles to his rule of the economy. Gottfried Feder, 
one of the party founders and for years Hitler’s expert in all financial 
questions, was forced to resign; and with him went the National 
Socialist program which had been propagated for years and with the 
scrapping of that program went the dream of German Socialism.* 

While both Darré and Ley kept their positions, and perhaps in their 
own fields retained considerable influence, their positions with refer- 
ence to the general economy rapidly grew weaker, while Schacht grew 
in power almost daily.** The same newspaper could report by Feb- 
ruary 16, 1935 that 
the pioneers of socialization of economy and society like the author of the 
“eternal program of the party” Feder, or like the leaders Ley, Schmitt and 
Darré have lost out on influence. On the other hand Schacht as exponent 
of industry and capital is now the economic boss and capital has again a 
position comparable to that in the years 1871-1918.57 
Much of the power of both Schacht and the Reichsbank came from the 
union of the positions of Reichsbank President and Reichswirtschaft- 
minister under one man.*8 

Schacht’s power was widened and augmented to give him much 
more latitude of control over the whole economy in May, 1935 when 
he became Plenipotentiary General for the War Economy (General- 
bevollmachtiger fiir die Kriegswirtschaft), By Article six of an un- 
published Law for the Defense of the Reich, dated 21 May, 1935, this 
office was created with extra-ordinary powers. In the carrying out of 
his duties in the new office Schacht was actually granted power to 
52 Jbid., Dec. 29, 1934. 
53 Le Temps, Dec. 22, 1934. 
54 Daniel Guerin, Fascism and Big Business (New York, Pioneer, 1939), p. 191. 
55 Neue Ziiricher Nachrichten, Dec. 8, 1934, Feb. 9, 1935; also Mtthlen, Der 
Zauberer, p. 164. 
56 Neue Ziiricher Nachrichten, Jan. 5 and 7, 1935, Feb. 9, 1935. 


57 Ibid., Feb. 16, 1935. 
58 IMT, V, p. 126 has a discussion of this problem. 
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give orders which superseded the established law. Alt ministries were 
subordinated to him in the exercise of this particular office and his 
cabinet rank was equal to that of the Minister of War.5® His task was 
the complete control of economic preparation for mobilization, and 
in the event of war, the complete direction of war economy.® It was 
this combination of offices which made Schacht literally an economic 
dictator, gave him power to carry out his program, and at the same 
time set the stage for the later conflict with the National Socialists. 

Schacht never changed his idea that foreign trade was vital to 
Germany's economic well-being and stressed this necessity in almost 
every speech he made. The ideas expressed in his speeches were 
carried out in all his activities as Reichsbank president. “The economic 
organization of Germany irresistably claims a strong foreign trade. 
Either we renounce our present state of civilization or we buy more 
raw material from countries abroad.” * 

The ratio of imports over exports steadily increased after 1931 
until in 1934, the year of transition to a new system, the imports ex- 
ceeded exports by about 284 million marks.*® The rapidity of the 
deterioration may be seen by the fact that as late as January, 1933 
Germany still had an export surplus of 670 million Reichsmarks.® 
The decline in exports caused partially ‘by the general economic con- 
ditions of the time was enhanced by the increasing disparity between 
German and foreign prices. That disparity was due in large part to 
Germany's refusal to devalue her currency, which led in turn to a 
growing competition of countries with devalued currencies and ac- 
tual boycotts against German goods in several countries. As early 


59 IMT, Doc. 2261-PS, XXX, 59-65. This document contains the entire secret 
law as well as a letter written by the Minister of War in which he explains the 
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60 Excellent discussions by Schacht on what he considered to be the position 
may be found in IMT, Doc. 3728-PS, XXXIII, pp. 587-603; NCA, VI, p. 499; 
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6¢ Lorwin, National Planning, pp. 21-2; Max Hessenland, Deutschlands Kampf 
um seine Rohstoffe (Miinchen, Lehmanns, 1938), p. 12; see also The Times, Sept. 
21, 1934. Ina series of three long editorial articles the writer insisted that Schacht 
should have devalued the German currency, and argued the undeniable advan- 


ECONOMIST PAR EXCELLENCE 98 


as June, 19383, Schacht began to tighten the control over foreign ex- 
change. At first he continued transferring the full amount of interest 
on the Dawes and Young loans while declaring a partial moratorium 
on the transfer of other payments. By July 1, 1934 the provisions 
which exempted the Dawes and Young loans from transfer restrictions 
were cancelled and by November of that year the transfer moratorium 
was complete.® 

Various other methods of control over the movements of foreign 
exchange were developed during this period. In 1934 the export of 
Reichsmark notes above ten silver marks was prohibited.®* As another 
negative policy for the increase of the supply of foreign exchange in 
Germany the amount of imports was severely controlled. There was 
already in force a system which provided that German importers were 
given a foreign exchange allotment in proportion to their 1930 imports. 
Between February and May, 1934 that allotment was cut from 50 
per cent to 5 per cent, and later a day-to-day allotment was begun.* 

All of these measures taken together were still inadequate to the 
problem created by the continued decline in German exports, and on 
September 11, 1934 the “New Plan”, sometimes called the Schacht 
Plan for Foreign Trade, was announced.** The New Plan was quite 
simple in concept. When stripped of all the bitter tirades of its op- 
ponents and the glowing tributes of its proponents there were two 
basic ideas: (1) to buy nothing that could not be paid for with foreign 
exchange earned by proceeds of German exports; and (2) to regulate 
German imports to the national needs.*® Gradually a system of control 
boards was given power to administer all regulations which con- 
trolled the quantity and source of imports, rationed the article within 
Germany, and determined the purposes for which raw materials could 
be used.” Schacht himself stated the aims succinctly. “Its objects are 
to adjust the amount of foreign exchange used for import purposes to 


tage of deflation, especially since three-fourths of the world had already done so. 
Many writers forgot the peculiar German fear of devaluation resulting from their 
experiences shortly after the war. 
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the reduced amount of it earned by our export trade and to prevent 
any increase in our indebtedness to foreigners.” 74 

Schacht outlined the main features of the New Plan in an address 
at the fall fair in Leipzig 7? and again before the International Farm 
Conference at Bad Eilsen.”? He indicated a strict adjustment of im- 
ports to Germany’s ability to pay and to her available reserves of 
foreign exchange. This of course implied an extension of the already 
existing control of certain raw materials to practically all imported 
goods. It also meant the abandonment of the old system of general 
foreign exchange permits issued to individual firms and of the day-to- 
day allocation of foreign exchanges by the Reichsbank, which had the 
effect of making it impossible for importers to pay for goods already 
delivered.4 A second aspect of the program was the revision of the 
existing system of bilateral clearing agreements which Schacht said 
was leading to a shrinking of foreign trade and at the same time was 
building up mark balances in the Reichsbank in the name of foreign 
central banks and which were not transferable.?> Schacht also gave 
rise to a belief that he was accepting the idea of self-sufficiency when 
he included a demand for development of domestic sources of raw 
materials in order to curtail the import of foreign products.”* The rest 
of the program was taken up with the promotion of exports with in- 
creased energy, while at the same time it flatly rejected the often 
demanded devaluation and deflation as means for stopping the decline 
of German export trade.” 

The implementation of the first objective was made possible by a 
series of decrees between September 4 and 11, 1984.78 The new regu- 
lations were expected to subject every individual import transaction to 
licensing and thereby permitted a greater degree of discrimination 
between essential and non-essential imports. Under this discrimina- 
tory system almost no foreign exchange was available for importation 
of manufactured goods and foreign exchange could be limited to 
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purchase of raw materials and absolutely necessary foodstuffs.” 

The New Plan was not drastically new in that it consisted of an 
extension of the control system already in existence to other industrial 
commodities and to agricultural products which had heretofore been 
excluded. Not only the import but the internal distribution of com- 
modities was to be regulated on the principle that “only such goods 
shall be imported as can be paid for in view of the current reserve 
position”.*° The whole new system was embodied in an “Ordinance 
for Trade in Commodities” which granted very general and wide 
powers to Schacht. “The Reich Minister of Economy is authorized 
to supervise and regulate trade in commodities, and in particular to 
issue regulations concerning their provision, distribution, storage, sale 
and consumption.” *! The effect was to subject imported goods of 
every variety to complete control from purchase abroad to distribu- 
tion at home. ‘There is no limit to the Ministry of Economy’s power 
to take measures for ensuring the distribution it desires.” * 

One result of the introduction of the New Plan was a noticeable 
shift in the direction of German foreign trade. Schacht saw to it that 
imports came as much as possible from countries with which he could 
arrange clearing agreements, because a barter system did not neces- 
sitate the use of foreign exchange.* 

Usually the school of writers which fails to make any distinctions 
among the people of Germany under the Third Reich insists that the 
New Plan was purely and simply an opening wedge in the ultimate 
plan to subjugate military and politically all of Southeast Europe. This 
group makes the error of stating that Germany deliberately increased 
imports of goods they did not need simply in order to decrease the 
surplus of exports. That was done, according to the usual statements, 
specifically in order to make the states of Southeast Europe creditor 
nations to Germany. Then larger quantities of the national wealth of 
the Danube basin went by way of exports to Germany and she was 
able to determine prices, which products she would accept, and all 
of Southeast Europe became subservient to Germany." 
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Following Schacht’s method, Germany’s purchases were by no means de- 
termined by its momentary needs, but on the contrary it bought any and 
all raw materials and provisions which it was at all possible to procure on 
a compensation basis. If we examine these methods there can be no doubt 
that from the very outset the intention was not to pay for goods imported 
from Southeast Europe and systematically to utilize the frozen claims ac- 
cumulating in Germany in order to increase more and more the economic 
(and political) dependence of the countries concerned on Germany.®5 

There seems to be almost no end of the innuendo concerning the 
whole process of German foreign trade during this period. It was 
stated that Germany’s policy was to import from non-Europe only 
what she could not purchase in the so-called “clearing” states.* 


Germany well knew how to take advantage of the difficulties on the part 
of the smaller states of central and Southeastern Europe, in exporting their 
raw materials and agricultural products, both because of the shrinkage of 
world trade resulting from the depression and the lower prices offered by 
their overseas competitors.87 
Admittedly Germany bought whatever she could in the clearing states 
and the reason was the necessity of paying in foreign exchange for 
goods bought outside the clearing states. However, the rest of the 
charge is not proved.’8 This myth continues by indicating the com- 
plete innocence of the central and Southeastern European states who 
“welcomed Germany's plan as a means of mitigating the export crisis 
and did not concern themselves, at first, with the problem of how the 
exports to Germany would eventually be paid for’.®® The higher 
prices which Germany paid raised the price level in her neighboring 
states, which created obstacles to prices adapting to the world level 
and thereby made it increasingly difficult for the clearing states to 
export to any other state than Germany.” 

There is another side of the picture. Gustav Stolper pointed out 
that the great depression had already closed all markets except Ger- 
many to the products of central and Southeast Europe, and that it is 
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customary for a buyer to set the terms in a buyer’s market. Political 
designs have little to do with it. 


To whom could Rumania, Hungary, Yugoslavia, Bulgaria, Greece, and 
Turkey sell their grain, their hogs, their tobacco, their raisins and rose oil 
except to Germany? Not to Great Britain, which was in the throes of a 
severe depression and by the Ottawa agreements just in these crucial 
years was reserving its markets for Empire products. Certainly not to the 
United States, which was, if anything, a competitor; and not to France, 
which was essentially self-supporting in agricultural products.% 

Even an export surplus did not mean particularly an increase in gold 
or foreign exchange, because whatever surplus could be achieved was 
needed for payment of foreign debt service. This was necessitated by 
the purchasing countries withholding the balance in their trade with 
Germany, a practice of most of the creditor countries.” 

As the New Plan was developed another device was introduced: the 
so-called Aski Mark (Ausléndersonderkontern fiir Inlands-Zahlungen). 
With Latin America especially this system opened up two possibilities: 
either direct bargaining and exchange of food and raw materials from 
Latin America for German manufactured goods; or private compen- 
sation against payment in the Aski Marks. Under this system exporters 
who sold to Germany were paid in special marks which could be 
used only for purchase of German goods. This allowed the possibility 
of selling German manufactured goods below the official exchange 
rate since the holder of the special marks could do nothing else with 
them. The value of the Aski Marks was not always the same in different 
countries and they could not be transferred out of the country in 
which they were first placed, although there was no restriction on 
buying and selling them within that country. There was a further ad- 
vantage to Germany in using the new marks. German importers could 
purchase at what appeared to be higher prices than could be had 
elsewhere, but by restricting the types of export goods she could 
curtail sales into a given country, creating in this way a bank of 
blocked marks which forced down the value of the blocked marks. 
The general effect of the use of the Aski Mark was that of a clearing 
agreement because it made possible the acquisition of raw materials 
in return for manufactured goods.® 

The New Plan was expensive, top-heavy, and difficult of operation 
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and certainly did not solve all the problems of foreign trade for 
Germany. Internal problems such as the increasing cost of production, 
rising domestic prices, combined with Schacht’s determination to 
maintain the nominal external value of the mark, necessitated the 
subsidization of exporters before they could compete with exporters 
of other nations. 


But the ‘New Plan’ accomplished its main purpose. Whereas the balance 
of trade in 1934 had shown an excess of imports over exports of 284 mil- 
lion RM, this was transformed in 1935 into a favorable balance of 111 
million RM, and this balance increased to 550 million RM in 1936. The 
‘New Plan’ also had the advantage of making possible, the stabilization of 
large-scale capital exports. It ensured that Germany would not import 
more than she could pay for with her exports and that she could direct 
the flow of her exports to those countries which were prepared to accept 
her goods and whose goods she wished to buy in return. Without this 
control it is hardly conceivable that Germany could have maintained so 
high a rate of internal expansion as she did in 1934-36 and after, on the 
basis of so small a volume of imports.” 
In 1936 Schacht began to realize that Germany was approaching the 
saturation point in the employment of existing domestic resources 
and that any further expansion would result in either hidden or overt 
inflation.» There were very definite situations developing which 
pointed clearly to the logic of reducing public spending as a hedge 
against uncontrolled inflation. Where once there had been vast num- 
bers of unemployed there was now a growing shortage of labor; there 
was an increasing tendency for an acceleration in the rise of prices 
of certain goods; the problem of foreign exchange was becoming more 
and more serious; and a genuine fear of currency inflation was spread- 
ing.*6 

Schacht felt that when all the different forces of production had 
become fully employed it was time for the consolidation of gains 
rather than increased expansion. After imparting these conclusions to 
94 [bid., p. 23; see also Deutsches Institute fiir Bankwissenschaft, Probleme des 
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the National Socialists without securing a response, he concluded 
that it was not their intention to retrench nor to go back to a system 
of private enterprise. They intended to continue pushing Germany 
along the path of credit expansion; their solution for everything was 
to resort to the printing presses. Schacht maintained that this was 
certain to end in the collapse of the entire economic system because 
Germany had already exceeded the sensible limits of credit expansion. 
In his opinion it was evident that the success of the government's 
financial program depended on the people’s confidence in sound 
budgetary methods. For that reason it was of the greatest importance 
to the government that no new step be taken toward further credit 
expansion because such activity might very possibly end in inflation, 
which would ruin all that had been achieved thus far.%” 

There were two economic dangers facing Germany which Schacht 
emphasized. If the armament program were to continue to expand at 
the same rate, it would be necessary to make drastic further reductions 
in the production of consumer goods and services, or inflation would 
result. At the same time if the party-state were to continue its pro- 
gram the remaining vestiges of private property and enterprise would 
have to be eliminated by increased taxes, expropriations, forced labor, 
and State control of producers’ and consumers’ goods.** This was the 
situation which Schacht had fought since 1923 and the struggle had 
been carried on throughout his period of economic supremacy. 

Despite Schacht’s vast power over the economy, he was unable 
ultimately to have his views prevail. In order to see why this was 
true it is necessary to examine some of the major differences which 
existed between Schacht and the National Socialists. It should be 
noted that these differences had plagued their relations from the 
beginning. Schacht quite sincerely believed that he was the only man 
who could deal effectively with Germany’s economic problems. The 
new regime could be expected to destroy more than it built if he were 
not at hand to direct the economy. One writer put it in this way: 


The contest between Schacht and the radicals is not so simple. Broadly, 
the contest involves the issue of who is to dictate the financial and eco- 
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nomic policies of the Third Reich and whether economics shall dominate 
politics or politics dominate economics.%® 

Schacht thought that economics should and did control politics, that 
economic questions were of such paramount importance that politics 
must be so arranged as to complement economics. The National 
Socialists intended that politics should be given precedence over 
economics; that economics should be strictly subordinated to the 
political aims of the government. Schacht once said, “I am not a poli- 
tician and I do not believe in politics. Politics is what prevents 
progress.” °° There was ample basis for this belief that he would in 
reality control the politics of Germany if he became the economic 
dictator because in a large parliamentary democracy the big political 
parties had been used for economic purposes. Specific economic- 
interest parties had been formed even before the Weimar Republic, 
and as they grew stronger economics increasingly determined political 
policies." Thus a system of economic pluralism had developed in 
which the State served only as an arbiter between opposing econo- 
mic interests.!°2 The National Socialists found that this state of affairs 
gave them particularly effective ammunition in their fight against the 
Republic and as a consequence they set out to reverse the situation 
once they acquired power.!® The party “left no possibility of doubt 
that ‘the primacy of politics over business’ continues to be the only 
economic dogma it has”.1% All the nation’s economic forces were to 
become mere instruments of the political leadership, while the econ- 
omists themselves were to become nothing more than fiscal experts 
with no share in policy formation. They were only to perform the 
tasks set for them by the regime; that is, assure economic indepen- 
dence, provide full employment, and supply the masses with enough 
goods at a “just price” to keep them in line.‘% Wilhelm Keppler, 
Hitler's deputy for economic questions and a bitter enemy of Schacht, 
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said “during its fighting years the Party has never allowed itself to be 
induced ... to put ... economic questions into the foreground and to 
announce comprehensive economic official Party programs”.'°* Bern- 
hard Kohler, formerly Party Chairman of the Economic Committee 
and another of Schacht’s enemies, expressed the same opinion. 


From the very beginning National Socialism was a revolt of the living 
feelings of the people against the fact that the whole life of the people 
was determined by economics, by material existence. Merely to change the 
economic structure will not produce a socialist structure in the life of the 
people. Only political changes can do so.17 


The question of whether economics would conirol politics or vice versa 
may be seen in matters over which Schacht and the National Socialists 
differed. One problem which caused a great deal of bitterness was the 
party’s anti-Semitic policy. The basis of the Nazi persecution of Jewry 
was not primarily economic in the earlier years of the regime. 


The attack of the National Socialists was not directed against the Jews in 
economic life. Here it became apparent that a new day really had dawned. 
The economic was no longer dominant, and the Jew in economic life no 
longer seemed dangerous; the new state, which subjected the economic 
life, was able for many years to use the German Jew in its economy and to 
draw profit from him.18 
It was the Jewish intellectual who was excluded from German society, 
first from government administration and the practice of law, and 
later from other intellectual professions. Hitler himself stated that the 
main thing was to drive the Jews out of the intellectual professions 
and to create an intellectual class free of Jews.1°® However, the action 
taken against the Jews found its reaction in the economic life of 
Germany and Schacht warned Hitler that their destruction would 
inevitably result in the ruin of great numbers of Germans. He even 
threatened to resign if the persecution were not halted.1"° 

Schacht always opposed the National Socialist policy toward the 
Jews on the grounds that it disrupted his economic planning. He 
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wished to do away with the burdensome foreign exchange control 
which was tying up German business in red tape; but this was im- 
possible so long as Jews were being persecuted, for as a consequence 
of the persecution some 12 to 20 billion marks of Jewish capital were 
trying continually to leave the country. When the political activity 
of the party against the Jews interfered with Schacht’s economic poli- 
cies he became violent in his criticism. He also objected to the ex- 
propriation of Jewish property and talk of a new bond issue to “good 
Nazis” to enable them to buy up former Jewish property on the basis 
that it was likely to stimulate an inflation of the currency.'” To il- 
lustrate his opposition Schacht kept a Jew as head of the Reichsbank’s 
foreign exchange department during his entire presidency.'"* 

Long before any official announcement of the autarky program 
Schacht had trouble with some of the more radical party members on 
matters concerning foreign goods and tariff barriers. When Alfred 
Hugenberg stopped importation of Danish butter by means of high 
customs duties, because of the political damage in Germany, Schacht 
protested that the move drove up the milk and butter prices. Hitler 
justified Hugenberg’s action by saying that the peasantry was im- 
portant enough politically to necessitate the unpopular measure of 
rising prices.1!# 

It was this same desire to win over the rural sections that led 
Walther Darré and Alfred Hugenberg to attempt a reduction of all 
agricultural credits to 2 per cent and to cancel some of the outstanding 
mortgages. They believed such action would establish a closer re- 
lationship between the peasantry and the party. Schacht opposed any 
lowering of interest rates or concessions on mortgage because he ob- 
jected to prostituting economic principles to politics. 

One of Schacht’s strongest objections to the subordination of econ- 
omic principles to political measures arose from the use of unlimited 
propaganda for political purposes which was not only detrimental to 
the nation’s economy, but which also endangered the foreign policy. 
He objected to the 


open propagandist treatment of the German people for support of arma- 
ment on the basis that it endangered Germany’s position internationally, 
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and particularly because it caused loss to Germany’s foreign trade. The 
already nearly impossible financing of the armament program is rendered 
hereby exceptionally difficult.116 


The same objection held with reference to the National Socialist habit 
of using slogans to cover up false methods, untruths, and the actual 
state of affairs. Schacht said that “to dismiss the seriousness of our 
German mission with cheap slogans not only does not make sense, but 
also is damned [verdammt] dangerous”.17 

Much of the conflict in Germany over economic questions derived 
from the very diversity of beliefs of the leaders in the field. It is im- 
perative to recognize definitely that the structure of the National 
Socialist economic system did not follow any blueprint and was not 
based on any consistent doctrine in the established sense of the term.1® 
The nearest the National Socialists came to having a theory of their 
own was the slogan that “General welfare is more important than 
self-interest” (Gemeinnutz geht vor Eigennutz), which was repeated 
on almost every possible occasion and used to cloak practically all 
economic decisions.119 

It is true that the party originally had a well formulated economic 
theory but by 1933 its sponsors had ceased to be of much importance. 
Gottfried Feder had been for the greater part of the decade of 1920-30 
the party’s economic theorist and a man of considerable influence in 
the organization. It was Feder who tutored Hitler in the discipline of 
economics. However, Feder was a socialist, with the traditional social- 
ist’s views concerning capital and big business, and as Hitler moved 
toward an alliance with the German industrial forces Feder’s influence 
began to decline.!2° His ideas were inimical to a coalition between 
Hitler and the moneyed interests of Germany and the National Social- 
ists needed money more at that time than they needed Feder. Feder 
and the socialists opposed Schacht’s appointment to the Reichsbank 
presidency but “Schacht kept Hitler in funds, and funds were more 
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important than Feder’s theories”.12* By the time Schacht became the 
economic dictator under the new regime Feder with his specific 
proposal for the organization of the economic system of Germany was 
no longer of any importance. With his going it may be said that the 
National Socialist Party ceased to have a theory of its own.'” 

There were, however, still many groups in the National Socialist 
camp who did have specific aims in economic affairs. There was still 
a “much-noted controversy between the exponents of capitalism and 
socialism”, in which Schacht was opposed by several of the Nazi 
leaders.*28 The German Labor Front under the leadership of Dr. 
Robert Ley, led a Socialist campaign against Schacht in 1934 and 
from that time on the Labor Front kept up a constant barrage of 
propagandistic attacks on his policy.' 

Most of the groups opposing Schacht were leftist in their sentiments 
but they did not agree on any particular policy other than opposition 
to the capitalistic system.'° Beyond that they were too diverse in 
opinion to be said to have any particular theory. They wanted to be 
given all the money they could use without having to consider where 
it came from or where they were to get more.1?° It is true that in 
general “the issue may be described as one between National Socialism 
and National Capitalism, in which Schacht stands as the dominant 
exponent of the latter but is backed by all German industry”.1??7 How- 
ever, it would be an oversimplification to leave it at that. Bernhard 
Kohler, the official economic spokesman of the National Socialist 
Party, said that Germany was finished forever with the capitalistic 
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system, “the worst and most disadvantageous that now exists”.'°° He 
did not, however, have an alternative system to offer. In contrast to 
this view Schacht believed that 

business leaders never become popular. Whoever does business, whoever 
owns a business and produced goods that he wants to sell, carries, curious- 
ly enough, the stamp of greed and egotism on his forehead. Politicians 
who live on the profits of business are considered idealists.129 

Das Schwarze Korps, organ of the Special Guard, immediately attack- 
ed the statement, saying that it was “mad reaction, a remnant of 
liberal and Jewish morality and above all a violation of the views and 
sentiments demanded by National Socialist law for the organization 
of national labor”."8° Further proof is evidenced by the National So- 
cialists’ reaction to Schacht’s interview with the French Press in which 
he called Germany's rigid trade control an “unpleasant temporary 
necessity which should be ended as soon as possible”.'*! They regard- 
ed it as a lapse into economic liberalism and were harsh in their 
attack on Schacht. Still they offered no alternative.'%? 

In spite of all that has been said to the contrary Schacht remained 
essentially orthodox in his thinking. He wanted economy in adminis- 
tration and efficiency in civil service and made every effort to win 
the leading National Socialists to this point of view. The party fol- 
lowed the practice of rewarding its faithful with important jobs 
regardless of qualifications, their only recommendation being their 
loyalty to the party.'*° Schacht’s fight against such practices was not 
always conducted quietly. In a speech at the school for Reichsbank 
officials he declared: 

At the Reichsbank, in contrast to conditions in the State offices, any em- 
ployee can rise from a low to a high position. He is not evaluated ac- 
cording to recommendations or good friends, nor according to other similar 
things which have nothing to do with his abilities, but he is judged merely 
by his fitness, his personal value, his knowledge and his performance. 134 
The multiplication of officials simply as rewards caused the growth 
of bureaucracy and undermined the traditional efficiency of the civil 
service. This aroused Schacht’s ire. He insisted that “the standard of 
128 New York Times, Dec. 6, 1936. 

129 Schacht quoted in New York Times, April 25, 1936. 

430 Schacht quoted in New York Times, April 25, 1936. 

131 New York Times, July 27, 1936. 

132 bid. 

183° Henri Lichtenberger, The Third Reich (New York, Greystone Press, 1937), 


p. 259. 
134 Schulthess’ Europdischer Geschichtskalender, 1936, p. 87. 


106 ECONOMIST PAR EXCELLENCE 


life of our people cannot be maintained by means of.the bureaucrati- 
zation of our entire economic life”.185 When Schacht became Minister 
of Economics he created a special office independent of the daily 
routine of business in an attempt to avoid and curtail the bureaucrati- 
zation of the various functions under his control.1*¢ 

Schacht encouraged the revival of private initiative and compe- 
tition. He frequently emphasized the conception that the State should 
serve the interest of private business and protect its property rights, 
while the National Socialists held that such views were old fashioned 
and a heritage of “reactionary conservatives”.87 They insisted that it 
was no longer the State’s function to serve the individual. Private 
business existed only to serve the State.'88 Schacht felt that to dis- 
pense with the system of private initiative would destroy the creative 
power of the people which is stimulated by business enterprise. 


Under no circumstances shall we destroy the multifarious individual char- 
acter of our economic system. For all time to come we shall need the 
independent employer who for better or worse, is connected with his 
enterprise. 139 


Even the rearmament program needed the capitalistic system. In an 
address which Schacht delivered before the Akademie fiir Deutsches 
Recht on November 30, 1935 he said that nothing more urgently 
demanded a capitalistic basis than a modern army with its airplanes, 
tanks, and U-Boats, and that it was impossible to think in such terms 
except on the basis of private enterprise. He continued that the urge 
for acquisition remained the “strongest spur for economic achieve- 
ment. ... The State must not engage in business itself”.14° 

Under the Weimar Republic Schacht had been able to compel the 
government to fulfill the wishes of private business by the simple 
expedient of making his demands when the State needed credits to 
meet its financial obligations.‘41 Under the National Socialists, how- 
ever, the old methods now did not apply because the Reichsbank was 
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no longer a central bank defending private interests against the 
demands of the State. Instead Schacht found that he had ceased to 
be the president of a completely autonomous institution.'42 Moreover 
he was expected to assist the National Socialist government in doing 
the same things that he had criticized so harshly in the Weimar 
Republic; that is, to increase its expenditures and deficits to such an 
extent that it was necessary to close the capital market to all but the 
demands of the government.143 When he realized just what his posi- 
tion was expected to be under the National Socialists he began to 
fight back with considerable vigor.1*4 

Much of this agitation reached a climax in 1935 when Schacht in a 
series of speeches indicated his displeasure at the difficulties created 
for him by “these frivolous dilletantes [who] have not the slightest 
notion of the immense efforts required in guiding financial and eco- 
nomic policy for the fulfillment of our task”.14° In an address at Leip- 
zig he said “in every revolution things are torn down which should 
have been left standing, sometimes by excessive zeal, sometimes by 
stupidity”.4° In his famous speech at Konigsberg on August 16, 1935 
Schacht attacked those 


who break windows at night, call every German who buys from a Jew a 
traitor, who call all former freemasons scamps. ... It is the duty of the 
government to make decisions about those people. I will make those people 
who take the decision in their own hands responsible when through their 
deeds it becomes impossible to carry on the financial program.147 


Any person who intervened in economic policy without authorization 
he called a nuisance and insisted that Germany must remain a state 
wherein law and order prevailed.'*8 Some papers noted that if anyone 
but Schacht had made the speech he would have been incarcerated 
forthwith.4° This speech created quite a sensation in Germany. The 
radio was not allowed to broadcast it and Goebbels refused to allow 
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publication of the text until it had been censored. In defiance Schacht 
had it published by the Reichsbank Press and distributed it himself. 

Schacht believed that the early expansion of government expendi- 
tures prevented disaster for a short time, particularly when the action 
was taken in conjunction with his financial dictatorship, but that it 
would be impossible for Germany to experience permanent recovery 
without a return to private enterprise.** He had some reason to be- 
lieve that Hitler would Jend his support in returning to a system of 
private enterprise since it was evident that Schacht’s very conserva- 
tism had won him his position under Hitler in 1983.1°? 

One of the first and most persistent differences between Schacht 
and the National Socialists was the question of public expenditure. 
He had objected to excessive public spending since his first con- 
nection with the government in 1923 and it had been one of the 
strongest reasons for his resignation from participation in the govern- 
ment of the Weimar Republic. However, he soon realized that the 
National Socialists were more radical in their spending habits than the 
members of the Weimar government. Each organization and unit in 
the party had its own budget which it made no attempt to balance 
and Schacht had no way of knowing the expenditure of any group. 
He very early attempted to get a single budget for the party which 
would be under his control but Hitler and the party leaders were 
opposed to this measure.'*4 The trouble really began when Schacht 
felt that it was time to cease public spending because the economy 
was stable enough to allow the cessation of its priming. The party 
members did not wish to stop and economic arguments had no effect 
on their actions. Schacht endeavored to attack the problem on an 
individual basis and his first victory was won over Goebbels and the 
Propaganda Ministry in 1934 when he forced the discontinuance of 
an annual expenditure of 200,000,000 Reichsmarks for foreign propa- 
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ganda.'> Schacht never missed a chance to speak against public 
expenditure and to plead for economy in the party program. In his 
Konigsberg speech in 1985 he said: 

A short time ago when I emphasized in public that German economy must 
be kept free from alarm, I could read that the questioning, whether a 
measure alarms the economy, was ‘liberalistic’. My indication that the 
rearmament of our people demands the concentration of everyone, as well 
as all economic and financial forces, was done away with by the argument, 
that only old women would still wring their hands and ask: “Who will pay 
for all this?” 156 

On March 10, 1986 Schacht made three demands of Hitler which 
illustrate the conflict. He wanted much greater economy in all fields, 
including the stoppage of all unnecessary expenditures, such as that 
for public buildings and party functions, and demanded control over 
all party budgets. He declared that the attacks on his policy from the 
party radicals, whom Schacht labelled “frivolous dilletantes”, must 
cease. Furthermore, he demanded that changes be made in both 
foreign and domestic policy, because as the situation stood Germany 
was being led to complete isolation which was the gravest danger to 
her economy. Within two weeks Schacht had won a partial victory 
when Hitler lent his support to Schacht’s fight against the radical 
ministers’ fiscal demands. The result was that Schacht actually got a 
budget for 1936. However, he was viciously attacked by the Gestapo 
and Special Guard, the latter publishing an attack which left no doubt 
that he was considered an economic traitor.'5? The fear of inflation 
was behind all Schacht’s objections to excessive public spending. He 
considered his manipulation of the German economy, especially the 
currency, his greatest achievement. One writer was so impressed by 
this facet of Schacht’s activities that he reported: 

One phrase he repeated three times: “Whatever they may say of me in the 
future, whatever they may do to me, nobody will be able to deny that I 
have saved my mark — I have saved my currency”. And twice more he 
used the phrase: “I have saved my mark”. He obviously regards this as his 
greatest achievement, and the context made it clearer that saving the 
mark ... was a much more difficult matter in the last three years than 
even during the earlier inflation.15§ 

It was this same fear of inflation which perhaps more than any other 
factor caused Schacht to oppose the increasing influence of a new 
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economic theory called Wehrwirtschaft which the National Socialists 
had gradually built up over a period of years. This new theory was 
designed to produce complete autarchy for Germany and to prepare 
her for the eventuality of war. To follow the new doctrines would, 
Schacht believed, destroy all the success which had been achieved. 
His attempts to retain supremacy in the economy and to force the 
political leaders to accept the dictates of economic reality led to a 
struggle concerning the question of Germany’s retreating to a tradi- 
tional classical structure, or entering a new phase under the doctrines 
and theories of Wehrwirtschaft. 


Vv 


WEHRWIRTSCHAFT, AUTARCHY, AND 
THE FOUR YEAR PLAN 


Before launching into a study of the great struggle over the economy 
beginning in 1936, it is necessary to lay some special foundations. In 
most Western countries the Great Depression had an immediate 
effect on economic theories. There is a tendency today to look on the 
German developments under the Nazis as uniquely limited to fascism. 
Yet even a cursory examination of American, English, or French 
periodicals of the early thirties is sufficient to indicate an upsurge of 
neo-mercantilism, and that trend certainly has not vanished from to- 
day's economy. 

As the research progressed on the significant fight between Schacht 
and Hermann Goring for control of Germany’s economy in 1936 and 
1937, it became increasingly clear that the two men were actually the 
fronts for two schools of thought so drastically opposed that every 
segment of society was involved, and that the winner would actually 
determine the issue of war or peace. An understanding of that titantic 
struggle depends on a recognition of the relationship between the 
theoretical ideas of Wehrwirtschaft as a whole, the specific economic 
ideas of autarchy, and the development of the Four Year Plan as the 
administrative machinery of that philosophy. It is impossible to under- 
stand Schacht’s break with the Nazis (discussed in the next chapter) 
until this relationship is clarified, and Schacht’s objections to autarchy 
are established. It was not to Wehrwirtschaft as such that Schacht ob- 
jected so much as to the economic implications involved of autarchy, 
which he had opposed since his earliest youth. Perhaps it is not out of 
place here to indicate that basically the ideas expressed by the pro- 
ponents of Wehrwirtschaft are those of neo-mercantilism. It is sig- 
nificant too that they draw their examples of men and events from the 
era of Frederick the Great. The struggle that was to take place in 1936 
and 1937 was basically then a struggle between neo-mercantilists and 
classical economists or laissez-faire economists. This relationship be- 
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tween Nazi economics and the Cameralism of Frederick the Great is 
all too often ignored by our writers. ? 

The intensive preoccupation with the economic aspects of war prepa- 
ration which started with the Nazi rule resulted in a large volume of lit- 
erary output on the subject.’ Historically there should be a distinction 
between war economics and the economics of peace, but this disjunc- 
tion was abandoned in National Socialist Germany. The economics of 
both war and peace assumed uniform character in the new Wehr- 
wirtschaft, or preparedness economy.? This extensive literature was 
given prominence in both financial and political presses as well as in 
the military periodicals. A whole new type of writers with a combina- 
tion of economic and military training developed, some of them rela- 
tively objective in their approach, but they never arrived at the exact 
meaning of the term.? They discussed the problems of Germany in the 
fields of rearmament and economics thoroughly, while adopting the 
economic measures of other countries, particularly those engaged in 
war at the time, such as Japan, China, and Spain.+* 

While there was little agreement among the German writers on the 
subject of Wehrwirtschaft three major groupings may be distinguished. 
Some of the experts tended to ignore the whole idea. They preferred 
to keep the old concept of peace economy and war economy as two 
distinct policies and to regard economic preparedness as a policy 
which would prevent another situation such as Germany suffered 
at the beginning of the first World War, when she was forced into 
hasty improvisation after the crisis began.> Other writers attempted 
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to surround a number of definite administrative functions and policies, 
such as self-sufficiency, government control of important industries, 
price and currency control, and labor regulation, with some indefinable 
classification, and call the sum total Wehrwirtschaft.* A third group, 
and certainly the most important, viewed such measures as permanent, 
and not as temporary expedients to be discarded when the danger of 
crisis was past. These writers either identified Wehrwirtschaft with the 
national economy as such during a prolonged state of preparedness or 
more generally conceived it as the guiding ideology of economic 
policy in peace as well as in war.? In short Wehrwirtschaft was an 
economic philosophy in the same way that capitalism and socialism 
were economic philosophies. In this view it was impossible to describe 
it by using specific measures or institutions, no matter how well de- 
fined, but by recognizing the new Wirtschaftgesinnung, or economic 
philosophy, which characterized it.® 

Wehrwirtschaft becomes hopelessly entangled in and inseparable 
from such ideas as war and peace economy; socialism and capitalism, 
self-sufficiency and autarchy. As a science Wehrwirtschaft needed a 
theory but those interested in the problem refused to build it up on 
abstract ideas. They attempted to take the factual material from both 
the past and present, mold it into a theory, and use it to draw con- 
clusions for the future.® Before 1988 one could not find the word 
Wehrwirtschaft in a dictionary or encyclopedia, although it was used 
freely in the newspapers and periodicals, even in foreign languages.’ 
To define the word by a logical approach did not satisfy its proponents. 
They usually began with an amorphous definition which regarded 
Wehrwirtschaft as “the laws of living and the necessities of life of a 
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nation giving direction to its economy”."! Then the argument was devel- 
oped: inherent in the definition of ‘nation’ is the idea of defense. A 
nation which cannot defend itself is not truly a nation. Therefore the 
national economy must perforce always be a Wehrwirtschaft. Like the 
army the economy has to serve the nation and safeguard its evolution. 
The economy must deliver the arms and the army is expected to secure 
the nation and the economy. Peace economy is either a Wehrwirt- 
schaft or else it is not a real economy, for it bears the same relation to 
the nation as a standing army.” 

There was a conscious effort to determine the changes which had 
taken place in the economy and to discover its new needs and because 
of this the word developed. The idea went deeper than the mere 
economic preparation against the danger of a new belligerent encircle- 
ment of Germany. Wehrwirtschaft also involved the historical changes 
in the form of wars and the relations between policy, war, and economy, 
the realization of effects and prediction of consequences. Since wars 
were no longer simply struggles between armies but were waged nation 
against nation three drastic changes had to be considered: a new self- 
determination of the nation; the formation of new imperia; and a 
change in the technique of economic operation." 

There was an indissoluble link between the whole concept of Wehr- 
wirtschaft and German military, diplomatic, and propaganda strategy. 
In fact, one author went so far as to insist that the adjective wehr 
should be prefixed to all great fields of national life, and specifically 
named economics, science, philosophy, psychology, geography, sociol- 
ogy, ethics, technique, finance, law and even religion.1t Some of the 
military officers writing on economic problems repeatedly stressed the 
intellectual or spiritual character of Wehrwirtschaft, which they thought 
should be a general leading principle of national policy rather than a 
series of concrete administrative measures.° This point of view de- 
fined Wehrwirtschaft as “a will and endeavor which aims at superiority 


11 Hunke, Grundztige der deutschen Volks- und Wehrwirtschaft, p. 94. 

12 [bid., pp. 94-9. 

13 Richarz, Wehrhafte Wirtschaft, pp. 7-8; see also Ewald Banse, Germany pre- 
pares for War; A Nazi Theory of “National Defense” (New York, Harcourt, 1934), 
pp. 347-8. This book was first published in Germany as Raum und Volk im Welt- 
krieg. Banse was one of the more violent of. German expansionists. 

14 Horst von Metzsch, Der einzige Schutz gegen die Niederlage. Eine Fiihlung- 
nahme mit Clausewitz (Breslau, Hirt, 1937), p. 48. 

15 Kurt Hesse, Der Kriegswirtschaftliche Gedanke (Hamburg, Hanseatische, 
1935), pp. 49-50; Gotthold Mihlner, Bevélkerungsentwicklung unter Kriegswirt- 
schaftlichen Gesichtspunkten (Hamburg, Hanseatische, 1935), p. 44. 


WEHRWIRTSCHAFT AND THE FOUR YEAR PLAN 115 


over the enemy in a future war in the economic field and by economic 
methods”.** Other leading military writers were chiefly interested in 
the social implications of a modern war economy. One of them wrote 
that “Wehrwirtschaft is often identified with the national economy as 
such. ... The economy must be equally fit for defense in peace and in 
war; the economic ideas must correspond to the military ideas, al- 
though Wehrwirtschaft need not necessarily be directed toward an 
actual war.” 17 On the other hand, some of the military writers believed 
that Wehrwirtschaft was to “prepare the economy in peacetime in such 
a way that the production of material important for warfare could 
start at the decisive moment quickly and in sufficient quantities”.1® 
Despite such tendencies to argue the question of its meaning with 
reference to an actual war, the usual attitude was that there was to be 
no essential difference in the economy in war and peace.'® Benito 
Mussolini succinctly expressed the identity of war economy and peace 
economy. 

The distinction between a war and peace economy is simply absurd. There 
is no such thing as an economy of peacetime and an economy of wartime. 
There is only a war economy because, historically, on the basis of the 
number of years of war, it is proved that the state of armed warfare is the 
normal stage of the peoples, at least of those living on the European 
continent, and because even in the years of so-called peace other forms of 
warfare are practised which in tum prepare for armed warfare.?9 

A more penetrating understanding of Wehrwirtschaft demands an 
examination of the internal connections between government and policy 
and the form of economy. Further, the connection between the military 
and the economy must be investigated. In an authoritarian govern- 
ment the economy is not only a servant to the nation but also an in- 
strument of war in an aggressive and defensive sense.** Another aspect 
of Wehrwirtschaft is the close relation between the formation of the 
reality of the new system and what one writer called the “new self 
consciousness of the nation”. He seems to have some nebulous idea that 
16 Major Beutler, “Wesen, Aufgabe, und Begriffe der Wehrwirtschaft”, p. 247. 
17 Hesse, Der Kriegswirtschaftliche Gedanke, p. 50; see also Adolf Lampe, 
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this economic practice resulted from an attitude of mind found only 
in the German people and there only because of their peculiar ex- 
periences.®? Another writer expressed much of the same concept: “We 
see in Wehrwirtschaft one expression of our national and volkischen 
Will and one of the most important weapons of war. This weapon can 
be used not only for defense, as in the first World War, but also as a 
forceful weapon of attack.” #3 Thus, Wehrwirtschaft is a form of econ- 
omy “in which all precautions are made to preserve the self main- 
tenance of a nation by economic means against danger from external 
forces by means of economic pressure, sanctions, blockade and war”.*4 

Albert T. Lauterbach, who has made an intensive study of prepared- 
ness economy, sees two major characteristics which appear more or less 
constant: 
(1) It was to be a new economic system, or principle, and not merely an 
emergency provision to be abolished when the state of emergency disap- 
peared. (2) Its method consisted of a virtual shift to a preparedness or war 
economy during peacetime. The purpose was a peacetime revision of the 
whole social and economic structure in such a way that full efficiency could 
be achieved at the very moment that war entered the military phase.?5 
The most extreme view was that in reality peace is also a form of 
self-preservation like war. In other words, the same forces used in 
wartime for self-preservation must be used in peacetime for the same 
reasons.”6 

The economy under the National Socialists then was neither an 
extension of aggressive capitalism nor a true form of socialism. Few 
theorists believed that such an economic system as they wanted could 
be reconciled with a competitive economy which rested on individual 
enterprise. Hence the increasing demands through the Nazi paladins of 
Hitler urging the Leader to introduce a system to mobilize the economy. 
They believed that private ownership carried with it the responsibility 
of a public mission. The idea was to retain private ownership, while 
drastically cutting the degree of freedom of individual owners in 
directing their own organizations.2’ 

The most basic demand of these Nazi radicals,- solidly supported 
by the military economists, was that of economic self-sufficiency, or 
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autarchy. The idea of autarchy was not new, nor was it confined to 
the Germans. Economists and commentators of practically every 
nation discussed the problem, and many publications suggested some 
form of autarchy for each nation.?* P. T. Ellsworth, in his volume on 
International Economics commented that “the appeal of self-sufficiency, 
however, is not limited to nations dominated by military ideology. The 
fear of war makes economic independence seem desirable to many 
in countries where pacifist sentiment is strong.” ?® The argument had 
gone on for some time in Germany. Gottfried Feder had insisted that 
the National Socialists did not want autarchy for Germany, nor did 
they even think it a possibility.2° Schacht never ceased arguing against 
any form of self-sufficiency.*! But gradually the thinking of the Na- 
tional Socialists accepted the necessity of absolute self-sufficiency, and 
that idea was explicit in Wehrwirtschaft. The result was the Four Year 
Plan which has been termed “the greatest economic effort of a military 
character undertaken outside Russia”.®2 

Hitler proclaimed the Four Year Plan to secure German life before 
the Nuremberg Party Congress on September 9, 1936. He flatly stated 
that it was designed to make Germany “wholly independent of other 
countries in all those materials which German capacity, our chemistry, 
our machine industry, and our mining industry can produce at 
home”. The abrupt and precipitate nature of this move is more ap- 
parent than real. The frame of reference from which the concept of 
Wehrwirtschaft stemmed; the vast administrative system developed 
under the Four Year Plan; the determination to expand on land and 
into areas with contiguous borders; even the economic aspects of the 
totalitarian form of government — all of these date well back of the 
beginning of the Third Reich. This frame of reference was expressed 
clearly over and over, in publications of departments of the govern- 
ment, private works, and periodicals. Many of them were technical 
and published in technical journals, but many were designed for mass 
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consumption. These tended to formulate the ideas of the majority of 
the functionaries among the Nazi leaders, at least those among them 
who supported the ideas of Wehrwirtschaft, autarchy, Four Year Plan, 
and totalitarian control of the economy.™ 

One of the best examples of the rationalization was that of Herbert 
Backe, published by a department of the government.** According to 
Backe in the eighteenth century the division of labor was confined to 
single states because of the lack of cheap transportation facilities 
which precluded trade except in very expensive goods. This lack of 
trade was not harmful until the population increased above the level 
of acreage production in a given area. From that time on a single 
crop failure could produce a famine in the area because of inadequate 
trade. To alleviate the distress brought about by this condition Frede- 
rick II initiated State storage of excess grain in the Kornhduser, to be 
used in poor crop years.%® 

With the beginning of the nineteenth century and the introduction 
of steam power the situation was changed because railroads and 
steamships broke up the closed economy. The whole world was open- 
ed and as a consequence agriculture was neglected. It was more profit- 
able from a liberal economic point of view to import food in exchange 
for expensive manufactured goods. At the same time the storage of 
food became superfluous. Food was produced all over the world in 
a great variety and a bad harvest in one part of the world was counter- 
balanced by a good harvest in other parts. 

The rise of new industries created new jobs. The world market took 
finished products in exchange for food and raw materials.%* This 
liberal economy changed the whole attitude of mankind. It was based 
on the cultivation of the individual and tried to solve all problems on 
the individual level. Liberalism, Backe said, saw the main motive of 
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economics as self interest and thereby led directly to the destruction 
of the living existence of millions of Volksgenossen. This was a phe- 
nomenon which did not fit into the liberal idea and was called the 
“social question”. Because liberalism could not solve the problem it 
was left to the State. But all efforts to solve the social question by 
charity or state socialism or class struggle failed. Backe believed 
liberalism brought destruction to the three main foundations of a 
national economy: it destroyed the nation’s independence in food 
and raw materials; it caused individual and State to abandon storage 
of food and raw materials; and it made self interest the sole motive for 
economic activity.%® 

Germany became an industrial exporting country relying on the 
world market for food and raw materials.4° But the new balance was 
destroyed when other areas created their own industries and the 
process was hastened by the first World War when the whole world 
produced war goods. Germany was especially hard hit by this devel- 
opment: it had difficulties selling its goods; it had no colonies as 
sources for raw materials; its small area was a frustration; and the 
reparations made a debtor of a former creditor nation.*! 

The Weimar Republic refused to recognize the situation and fooled 
itself by making foreign loans. It tried to maintain the liberalistic 
system because the government did not have a new political idea. The 
living standard was lowered, agriculture was ruined, millions were un- 
employed, and culture declined. Such was the ‘situation when the 
National Socialists came to power. The new government intended to 
recreate a closed national economy and to make the old laws which 
were in force before liberalism the basis of the German national econ- 
omy. More attention was to be given production from the land; a stock 
economy was to be created; and a new attitude of the working man 
toward the economy was to be stimulated. According to this analysis, 
which is typical of a majority of the writers in the field, the impossi- 
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bility of importing food and raw materials was the’ most important 
single factor in the new ideas.” 

The thinking of all Germans was colored by an outstanding example 
of economic unpreparedness which they had personally experienced. 
The blockade of Germany during the first World War was responsible 
for the inability to import food and raw materials and produced a 
desperate situation. The conditions produced by the blockade were 
cited as one of the major reasons for the defeat of the German nation 
and more than a few economists and writers have attributed Ger- 
many’s autarchic attitudes to that disaster. 

Germany’s fate was decisively altered by the blockade, which now forced 
her into an involuntary and inexorable autarchy, although up to that time 
she had participated in world trade more than any other nation except 
England. This experience has never faded from the memory of the German 
people. Without it the economic policy of the Hitler regime cannot be 
understood.48 

Some writers even went so far as to maintain that the most important 
effect of war was the cutting off of international trade, pointing out 
that what is an advantage in peace-time planning may become a posi- 
tive disadvantage in war. Colonies, for example, and fishing rights can 
be extremely useful if planning is for peacetime only, but they lend a 
false sense of security because they are the first losses when war 
eventuates. Whereas they contribute in peacetime to political and 
economic independence, they are but destroyed reserves in war." 

In every economy, whether war or peace, labor, capital, and natural 
resources must be kept in the best possible balance. This balance is 
easiest kept in larger mineral areas. Therefore nations seek colonies. 
But a nation is absolutely sovereign only within its own borders and 
in case of war the traffic with colonies is interrupted. Then the eco- 
nomic borders become identical to the political borders and even if 
needed materials are available in distant colonies they cannot be 
used because sea lanes are cut by blockades.* 

The first World War provided the first example of the idea of 
total war, which has been defined as “a war conducted in three 
dimensions of one nation against the other with all the psychic and 
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physical and material forces”.4*° The military economists wanted to use 
the experience gained from it to improve the German position inter- 
nationally and to assure the inability of any enemy ever again to win a 
military victory over Germany. Major General Georg Thomas, Chief 
of the Military Economics Staff in the High Command of the army, 
contended that “the wrong idea of a short war has already been our 
ruin once, and therefore we should not let ourselves be guided by the 
dream of a short war even in this age of tank-divisions and aircraft 
squadrons”.‘? In a discussion of the three factors in which the devel- 
opment of military economics was based he emphasized that “the first 
factor is the exploitation of the experiences gained during the World 
Wer .48 

According to the Nazi economists, however, their predecessors fail- 
ed to make use of the war experiences in a peace economy. The policy 
bosses and economic leaders of the Weimar Republic wanted to start 
from where they stopped in 1914. The State was not to lead the 
economy but the economy was to lead the State. The proponents of 
Wehrwirtschaft, on the other hand, insisted that the economy had to 
be the servant of the State, not only for social-ethical reasons, but also 
because it must be an adjunct of the armed forces of the nation.‘ 
“The main goal of the German economy was to build up a system 
which safe-guarded German existence even in war under all circum- 
stances.” 5° 

The obvious lesson to be learned from the experience of the First 
World War was that Germany must be self-sufficient in the event of 
another conflagration. Despite this fact the apologists for autarchy 
made every effort to prove that Germany turned in response to the 
autarchic policies of other powers to a program of self-sufficiency. 
One author maintained that besides the consideration of morals, poli- 
tics, and economics which led to autarchy Germany had no other 
choice.*! Others denied that it was simply the answer to autarchy in 
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other countries.®2 General Thomas wrote that 


the path which Germany and-Italy have to follow in their respective 
military-economic measures in order to secure the broadest possible autar- 
chy is, of course, more expensive than England’s path. Britain, still banking 
on her sea power, considers the whole Empire and the whole of America 
her reservoir for armaments and raw materials.*3 
Only a small minority made no effort to conceal the drive for self- 
sufficiency behind actions against other countries. “Every step to 
autarchy helps the liberty of our nation. We know we cannot live on an 
island, but liberty and security of our nation demand that we aspire to 
it at all costs.” 54 

Despite the fact that private ownership was retained, in practice 
individual entrepreneurs became merely agents of the government 
with strictly limited powers.* A Berlin publication of 1940 was most 
explicit on this point. 
Three ruling conditions stand today above the capitalistic economy: (1) it 
remains private enterprise, but in the service of the general welfare. (2) 
Economics must also, in so far as it is political economics, often operate 
against the principles of private enterprise ... for the welfare of the whole. 


(3) It remains a capitalistic economy, but under state defined limits and 
management.56 


The degree of acceptance of this interference is almost impossible for 
Americans to swallow. “The mobilization of the German economy was 
symbolized by a ritual which gave the principal German industrialists 
semi-military status, though they wore no uniform.”*’ In March, 1937 
various leading businessmen in the industrial world were informed 
that the Reichsminister for War had ordered that 


a leadership corps for military economy be set up immediately. The war 
economy leaders [Wehrwirtschaftsfiihrer| shall be responsible collaborators 
of the Wehrmacht in preparing and carrying out the mobilization of the 
armament industry and in the conduct of war. Their significance, their 
tasks, and duties in connection with armament economy places them in a 
position corresponding approximately to that of reserve officers on active 
duty.58 
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The authority and functions of the Wehrwirtschaftsfiihrer were 
outlined by the Military Economics Staff of the Wehrmacht just 
as if they were an integral part of the military forces.*® Shortly after 
the announcement of the Four Year Plan, Hermann Goring called on 
the manufacturers to forget their profits in the interests of self-suf- 
ficiency.*° The Commerce Department decreed that it was the respon- 
sibility of the German merchants: (1) to convince the consumers that 
they should buy only goods which were produced in plenty in Ger- 
many; (2) to avoid all scarce materials; and (3) to guide them away 
from articles useful for export to those unsuitable for that purpose. The 
merchant was expected to advise and guide the customers in such a 
way that tensions were avoided when the goods the customer desired 
were not available.* 

In an address before the leaders of the economy at the end of 1936, 
GG6ring told them that since the economy was dependent on politics, the 
methods of economy were also dependent on the methods of poli- 
tics. He pronounced it as inconceivable that in a National Socialist 
State a capitalistic economic system should exist. 

Against this conception of liberalism and economics we set our conception 
of national socialism and that is: In the centre of economy stand the 
people and the nation, not the individual and his profit; work and economy 
are exclusively only there for the whole people.® 

According to Goring prior to the rise of the Nazis the problems of 
production had been left to the “so-called free play of economic 
forces, and the state limited itself to just sitting in judgment on the 
results”.** By leaving such questions to industry the state helped 
destroy the economy. This he labelled as a sterile policy unsuited to 
the National Socialists, who believed in “grabbing difficulties out by 
the roots”. 

In our Four Year Plan the increasing of agricultural and industrial produc- 
tion takes first place, and the state will press forward by every means; not 
in such a fashion that the state itself is in charge, but in such a manner as 


will assure to the state absolute leadership and control where necessary, 
without waiting for economic laws to take effect by themselves. The state 
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does not limit itself to just administering economic problems where indus- 
try does not itself put the matter in order, but it will pursue a leading 
policy according to plan throughout the whole Reich.* 
Goring always was insistent that he wanted nothing to do with social- 
ization,*? but he made it clear that “during the coming years, the Four 
Year Plan will govern the whole of Germany's social and economic 
life”.68 

The manner in which Goring planned to rule Germany’s economic 
life followed none of the established theoretical patterns. “We do not 
recognize the sanctity of some of these so-called economic laws. It 
must be pointed out that trade and industry are servants of the people, 
while capital also has a role to play as the servant of the economy.” 
The placing of government contracts with industry did not mean that 
all advantage was with the entrepreneur. 
The control of business and industry in Germany ... has only succeeded 
in curtailing the powers of the individual manufacturer to such an extent 
that today he suffers from all the disadvantages which State interference 
necessitates while he enjoys none of the advantages which State interfer- 
ence may offer. He carries all the risks which private enterprise necessarily 
has to take, while he is not free to employ his private capital where reason- 
able profits seem to him assured.7° 
The point has been made that Schacht had opposed autarchy from 
early youth. He and his orthodox followers now expressed themselves 
as solidly opposed to any attempt or plan to achieve self-sufficiency. 
The new conditions appeared the rankest heresy. When the National 
Socialists began their drive toward autarchy, Schacht increased his 
overt opposition by publishing speeches and pamphlets against it. He 
tried to analyze the reasons for the widely extant demands for self- 
sufficiency which he saw in all parts of the world. He realized that 
the foreign trade of a country must have its roots in a strong domestic 
market. Modern wars are fought to a large extent by economic means, 
which led Schacht to define this type of self-sufficiency as “defense 
autarchy”.’! He also described two other types. 
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A “prestige autarchy” has also made its appearance. The Treaty of Ver- 
sailles created a number of new states which are not absolutely sure of 
being able to exist by themselves, but which seek to approach this state by 
autarkical methods.72 


The final form of self-sufficiency which he described was “compul- 
sory autarchy”, which he considered the most dangerous in its effects. 
“The primitive instincts of self-preservation compelled every state to 
endeavour to throttle the import of foreign goods to the maximum 
extent, and on the other hand to speed up the export of its own goods 
by every possible means” 7 According to Schacht, this last form was 
something Germany must fight. 


Imports and exports are interdependent. A throttling of imports even in 
one country must cause a reduction of exports in the long run. If all coun- 
tries wish to restrict their imports and increase their exports, the result can 
only be all the more negative. ... That we should throttle our imports is 
contrary to all reason. Imports and exports are always closely connected 
with one another, and especially so in this age of clearing agreements and 
barter. ... The method of throttling imports is, however, not very easy to 
carry out, and is for a processing country like Germany the most mistaken 
policy one could think of. Without imports no export is possible.74 


In arguing against the advisability of any form of self-sufficiency for 
Germany Schacht said that the conditions that obtained during the 
world economic crisis stemmed in only small measure from economic 
conditions and that the real fault lay in political factors. 


In spite of the pessimistic prophecies which many autarchy fanatics have 
made about world trade it is just the economic forces of recovery which 
are endeavoring to assert themselves in spite of all political hindrances. . .. 
World business was formerly influenced extensively by the private 
merchants. ... Today the opposite is the case. Politics not only takes 
precedence but even practically plays the role of dictator. This is all to the 
good when the governments have an understanding of economic cause and 
effect; it is all to the bad when this understanding is missing.7 


Schacht called on the politicians to “clear the way for the sound tenden- 
cies of world business”, instead of “applying compulsion”.”* The key 
position of politics caused Schacht, speaking as Minister of Economics, 
to formulate the German political attitude toward world business. “Ger- 
many is a typical processing country. As such she must be in favour of 
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world business and reject autarchy. Autarchy always means poverty 
and it must mean it especially for Germany.” 7” 

The question of Germany’s autarchy did not become of great im- 
portance until 1936, although it had been a pet theory of some of the 
more radical National Socialists for several years. The controversy 
first arose in the early months of 1936 as a result of the devaluation 
question then under discussion by most of the European nations.” 
Schacht opposed devaluation under existing conditions. He would, 
however, have been willing to join the other nations in order to main- 
tain contact with the outside world had the National Socialists allowed 
him to take the measures necessary for devaluation.”” When they re- 
fused, the best thing for Germany, Schacht thought, was to stay with 
her established policy.®° 

Schacht naturally had the support of the Reichsbank and the 
Reichswirtschaftministerium in his objections to the mark devaluation. 
The political circles around Hitler were reported in favor and the 
decision appeared to depend on the future Devisen and export situ- 
ation.’ Everyone thought that Schacht had absolute authority in the 
field of raw materials and foreign exchange until Goring was ap- 
pointed Commissioner of Foreign Exchange and Raw Materials in 
April, 1936. It was first assumed in Berlin that the appointment was 
directed against Schacht but then opinion shifted to the belief that 
Goring was appointed to serve as protection for Schacht against his 
critics in the party and as a shield for the New Plan.® There is no 
question but that Schacht thought such was to be the purpose of 
Goring’s new far-reaching power.®? For some time he had been under 
attack from the radical faction of the party and some members of in- 
dustry over the question of devaluation. On April 30, 1936, it was 
reported that about sixty per cent of the industrial leaders of Germany 
favored a devaluation of the mark and restoration of the export sub- 
sidies.* Schacht later wrote that he initiated the appointment of Goring 
to control foreign exchange. Shortly before the appointment Schacht 
had discovered that the party was acquiring foreign exchange from 
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abroad which had failed to come through the Reichsbank, but a 
complaint to Hitler about the matter brought no response. An in- 
quiry showed that certain party officials had ignored all existing 
currency regulations, evaded the frontier controls, and sold whole 
packages of banknotes abroad in return for foreign exchange which 
had been used, in turn, to pay for their propaganda, information 
service, and organizational work abroad. Schacht refused to take the 
responsibility for these irregularities, since they were beyond his 
control and he “was therefore not prepared to lend ... authority to a 
foreign exchange policy which could be punched full of holes with im- 
punity by irresponsible Party circles”.85 He requested that Hitler re- 
lease him from all responsibility in connection with foreign exchange 
control, and on April 27, 1936 Géring was intrusted with not only 
foreign exchange control but also with raw materials. Schacht be- 
lieved at the time that Goring would act as a buffer between himself 
and the party radicals.*6 

According to Goring, Schacht and Field Marshall Werner von Blom- 
berg, Supreme Commander of the Armed Forces, asked him if he 
were prepared to back their suggestion of his appointment as Com- 
missioner for Raw Materials and Foreign Exchange, although he in- 
dicated that his power over raw materials was not expected to be 


great. 


It was agreed that I should not function as an economic expert; but some- 
one was needed to take care of the difficulties due to shortage of foreign 
currency which continuously arose because of our heavy demands, and at 
the same time to make available and accumulate raw materials — someone 
who was capable of taking measures which would perhaps not be under- 
stood by many of the people, but would have the weight of his authority. 
Secondly, it was decided that in this sphere, though not as an expert, I 
should be the driving power and use my energy. 

Minister Schacht, who was the expert, had difficulties with the Party. 
He was not a member of the Party. He was at that time on excellent terms 
with the Fiihrer and me, but not so much with the members of the Party. 
The danger arose that the appropriate measures might not be understood 
by the latter, and in this connection I would be the right man to make 
these things known to the people and the Party.87 


It was soon clear that the appointment of Goring was to have an effect 
on the German economy not in accordance with Schacht’s wishes. 
G6ring appointed as his assistant a man who had such a reputation for 
85 Schacht, Abrechnung mit Hitler, pp. 91-2. 


86 Ibid.; see also “Germany”, The Economist, CXXIII (May 9, 1936), pp. 304-5. 
87 IMT, XII, pp. 282-3. 


128 WEHRWIRTSCHAFT AND THE FOUR YEAR PLAN 


opposition to labor that it was predicted immediately-that there would 
be a new program of wage, cutting and price increases.** On the 
question of foreign exchange a member of the Reichsbank direc- 
torate, one of Schacht’s most intimate co-workers, called for a re- 
sumption of normal trade with all countries.* 

Schacht argued against devaluation because it was useless in the 
face of Germany’s insufficient resources. With this inadequacy she 
could not take up the battle for world markets with the larger coun- 
tries which had already devalued; Germany could only increase her 
foreign indebtedness and would consequently be forced to pay much 
more for foreign raw materials.” He refused an autarchic policy to 
prevent importation of raw materials on the basis of the serious mone- 
tary strain brought about by expanded investment. At a cabinet 
meeting on May 27, 1936, he opposed the production of any substitute 
material whose cost would be greater than the world market price for 
the same goods. It would then become necessary to adjust this price 
by increasing the excise tax on exports or to choose inflation, which 
would immediately upset the state’s budget. 

In an attempt to prevent the growing emphasis on self-sufficiency 
in Germany Schacht tried to arouse an interest in regaining the Ger- 
man colonies. Colonies would avert a slump in Germany’s living 
standard, provide raw materials, and solve the problem of foreign 
exchange simultaneously.*? He went to Paris in the summer of 1936 to 
discuss a Franco-German understanding about recovery of colonial 
raw materials for Germany with Leon Blum, then Premier of France. 
He apparently was received quite well and the discussion opened by 
the two men continued until mid-December, when the negotiations 
broke down. The German Foreign Office alleged that the failure was 
caused by England and France. However, later memoranda indica- 
ted that Blum was prepared to negotiate and said he would expect a 
communication from Germany on the subject. This never materialized 
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and England was blamed for the failure.** Schacht made another 
trip in May, 1937 and again Blum insisted the French were ready to 
negotiate, but the initiative must come from Germany.” Blum later 
sent his impressions of the Schacht-Blum conversation to the German 
Foreign Office, clearly showing a willingness to negotiate. Germany 
never answered. Blum felt he was talking to a German governmental 
representative but as things developed the French gained the impres- 
sion Schacht had been repudiated.** Germany’s official answer to the 
French charge of “glacial silence” was that Blum’s proposals to Schacht 
had been too general. The word as passed to the German representa- 
tives, however, said in effect that the German government did not 
wish to negotiate because it would not leave Germany free enough to 
take complete political action.% 

The relation between colonies and self-sufficiency was emphasized 
in an article which Schacht published in Foreign Affairs. Here he dis- 
cussed in detail the economic and moral effects of autarchy. As a sop 
to the National Socialists he pointed out that it was no wonder Ger- 
many was going to try autarchy since the rest of the world refused to 
return her lawfully acquired colonies. However, he carefully explained 
his objections to autarchy. Even if Germany succeeded in providing 
herself with a number of raw materials from native resources which 
the world market usually supplied, it would be done only at terrific 
expense. He also rejected autarchy as a matter of principle, on the 
basis that it would naturally lower the German living standard. 


I should like to make perfectly clear that autarchy, whether natural or 
produced artificially, cannot possibly be an idea. It is opposed to the gen- 
eral principles of civilization. Autarchy means isolation from the rest of 
the world. A reduction in commercial relations reduces the exchange of 
products of the intellect; the means of exchange in scientific, artistic and 
cultural fields are destroyed. A national economy based on the autarchic 
principle produces mental autarchy. As minds grow narrower there is an 
increase in the estrangement which has unfortunately existed between the 
great powers for many years owing to political factors. Heretofore mankind 
has progressed only by means of the exchange of intellectual goods; and 
only by such an exchange can it resume a healthy development.*8 
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Schacht reacted sharply when he learned from Hitler early in Sep- 
tember, 1936 that the Fiihrer intended to emphasize a program of 
autarchy at the party convention. He immediately requested the Min- 
ister of War to warn Hitler against taking this step. 

There is only one thing that will help Germany in her needy position; the 
promotion of exports. Every threat against foreign countries will produce 


contrary results. If the food basis of the people is not to be endangered, 
Hitler must refrain from this plan. 


In spite of Schacht’s warning Hitler announced the Four Year Plan 
of self-sufficiency on September 9 at the party convention in Nurem- 
berg.!°° On October 18 Goring was appointed Plenipotentiary for the 
Plan with the task of putting the entire economy in a state of readiness 
for war within four years.!% Schacht opposed this plan and the ap- 
pointment of Goring to head it, and there is no doubt that Hitler's 
action meant that Schacht’s economic policies had been too conserva- 
tive for the political program of drastic rearmament which Hitler and 
the party men wished to effectuate.” 

While the Nuremberg Congress was still in session Schacht had an 
audience with Hitler. During this conference he asked that the Four 
Year Plan not be taken seriously, but he was dismissed without a 
definite reply. He later contacted the leaders of industry and was re- 
sponsible for the many delegations who protested to Hitler and other 
leading National Socialists. He was also instrumental in producing an 
abundance of memoranda and statistics whose contents attempted 
to prove that Germany should return to the past independent industry 
rather than choose autarchy. Both Schacht and the industrialists ob- 
jected to any plan of substitute materials.1° 

When Schacht was approached for money to finance the program 
he pointed out that Germany’s finances and domestic credit had al- 
ready been strained by rearmament. He flatly refused the suggestion 
to use the printing presses and threatened to resign. However, he 
agreed to remain in office on the condition that the additional finan- 
cial demands of the new program be limited to such sums as the gov- 
ernment could either raise with new taxes or save on other things. In 
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short, Schacht demanded that the new program not be permitted to 
increase the national debt faster than it was then increasing. 

In his first decree Goring set up his new commission. Schacht’s 
name was not mentioned, despite the obvious need for his cooperation 
as president of the Reichsbank, while those of his worst enemies were 
included.'® The Four Year Plan was promulgated just at the time when 
Schacht expected a return to the former basis. The purpose for which 
he had established his flexible policies had been achieved. He believed 
that the industries working at high pressure with the assistance of 
State credit would return to the normal conditions of private enter- 
prise and that they could then perpetuate the work he had begun. He 
failed, however, to reckon with the radical aims of the National Social- 
ists.1°° His orthodoxy kept him from understanding a man who could 
say, as Goring did, that “I do not acknowledge the sanctity of any 
economic law”. In Der Vierjahresplan Goring wrote that “the econ- 
omy must conform with the uniform will of the supreme leadership as 
with a fundamental law”’.‘% In addressing the economic leaders of 
Germany on December 17, 1936, Goring completely reversed the eco- 
nomic interpretation of history. 

A liberalistic age must have capitalistic methods. A National Socialist age 
needs its own economic methods and its own economic laws, just as a 
Bolshevist age needs them. For it is self-evident: if the economy depends 
upon politics the economic methods too must depend upon the political 
methods. Under National Socialism there can be no liberalistic concept of 
the economy, and it is likewise unthinkable that for any length of time 
there can be under National Socialism a capitalistic economic policy.1 

Instead of consolidating the gains achieved by Schacht in his four 
years as head of the German economy, Goring immediately intensified 
and expanded the program of public expenditures and rearmament. 

It was not intended originally that there should be any special ad- 
ministrative machinery for the Plan. Goring was merely to use a small 
number of expert advisors to direct and coordinate the activities of the 
competent ministries and departments. However, he soon changed this. 
Organization was increased rapidly, mostly at the expense of the Min- 
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istry of Economics."!° Whereas Schacht had brought all industries to 
full production and put all of Germany's manpower to work, Goring 
sought to build new industries and get more work from the industrial 
laborers through greater regimentation and control." The new in- 
dustries were to produce substitute materials, those goods which Ger- 
many needed but did not have within her own borders. Under free 
competition and in a free market German industry would have re- 
fused to consider such a task. It could purchase such goods in the 
world market for as little as one-tenth or in some cases one-twentieth 
of the cost of producing the same goods synthetically. It had to stand 
terrific losses and no industry will voluntarily ruin itself.” 

It was not so much that Schacht and Goring simply could not agree 
on jurisdictional questions, although that was a factor to be reckoned 
with, but that Géring was the only man who could carry out the al- 
ready planned program which was put into effect in the latter part of 
1936. Under Schacht’s economic and financial leadership during the 
first four years of National Socialist rule private industry had been re- 
established and perpetuated by the use of public credits. Now, under 
Géring’s administration of the Four Year Plan, private capital was to 
be used for the benefit of public requirements. Under the Plan all free 
capital was forced into the unproductive supply of public requirements, 
from the production of Ersatz to the construction of party buildings." 
Investors made every effort to avoid this compulsory system of capital 
collection by putting their money into concrete assets, which indicated 
latent inflation. When the moneyed interest think it better to invest in 
rare stamps, jewels, and carpets than in shares in State industry, it is 
evident that they expect only loss from the latter.'4 
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Raw materials and labor were as scarce as free capital, and the three 
are the elements needed for any expansion. Because all three were 
fully occupied, Schacht felt that the time for consolidation of gains had 
been reached. For this reason he was removed from power and Goring 
was allowed to take his place. This elevation of Goring over Schacht 
personifies the victory of the exponents of Wehrwirtschaft and autarchy 
over the advocates of a more orthodox economic policy. 
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ECONOMIST VERSUS POLITICIAN: 
SCHACHT AND THE STRUGGLE FOR CONTROL 
OF THE ECONOMY 1936-1937 


The struggle which Schacht waged for the control of the economy 
after April, 1936, was of necessity directed primarily toward Hermann 
Goring, who had been chosen as the protagonist of the opposition to 
Schacht and: been given remarkably extensive powers by the end of 
that year.t The roots of the Géring-Schacht controversy lay in the 
appointment of Goring as Commissioner of Foreign Exchange and 
Raw Materials in April, 1986.2 Schacht believed at the time that 
Goring would act as a buffer between himself and the party radicals. 
He soon discovered that such was not Goring’s aim, but that he in- 
tended to build up the strongest possible position for himself in the 
economic world and that he was diametrically opposed to Schacht’s 
fundamental principles.’ 

Their troubles began at once. On May 2, 1936 Schacht had a four- 
hour conference with Hitler during which he demanded that the 
Fiihrer stop the attacks on his policy and give him a free hand in 
those areas under his control. Hitler complied with his wishes for the 
time being, probably because Schacht’s conference was preceded by 
a visit to Hitler from Field Marshall Werner von Blomberg, Supreme 


1 Reichsministerium des Innern, Reichsgesetzblatt, 1936, Teil 1, p. 887; Trials 
of War Criminals before the Nuremberg Military Tribunals under Control Coun- 
cil Law No. 10. Nuremberg October 1946 — April 1949 (Washington, U. S. Gov- 
ernment Printing Office, 1952), XII, Doc. NG-1221, pp. 447-52 and Doc. 2071- 
PS, pp. 446-7; Trial of the Major War Criminals Before the International Military 
Tribunal, Nuremberg, 14 November, 1945 — 1 October, 1946 (Nuremberg, Inter- 
national Military Tribunal, 1947), XXXI, Doc. 2827-PS, pp. 198-9. 

2 Frankfurter Zeitung, April 28, 1936; Gerd Riihle, Das Dritte Reich, 1918-1933, 
II (Berlin, Hummelverlag, 1937), p. 104; “Germany”, The Economist, CXXIII 
(May 2, 1936), pp. 237-8 and (May 9, 1936), pp. 304-5; Hjalmar Schacht, Ab- 
rechnung mit Hitler (Berlin, Rowohltverlag, 1948), pp. 91-2. 

8 Schacht, Abrechnung mit Hitler, pp. 91-2; IMT, XII, pp. 282-3; Neue 
Ziiricher Nachrichten, May 7, 1936. 


ECONOMIST VERSUS POLITICIAN 185 


Commander of the Armed Forces, during which Blomberg flatly said 
that the quarrels with Schacht must stop.4 

In a meeting of the Council of Ministers on May 12 Schacht said 
that it was necessary to create a steady, prosperous economy as a basis 
for financing, and therefore the government must renounce the exe- 
cution of other irrational ideas and aims of the party. He further 
claimed that individual groups within the party were disrupting all 
attempts at planning a sound financial program and that when 
Schacht attempted to combat such groups, personal attacks against 
him resulted which hurt the whole economy. He emphasized again 
and again that the government must follow a cultural and legal policy 
which would not adversely affect the economy.® 

Schacht then turned to the currency situation with the statement 
that money theories of the most varied nature had been published 
recently which caused anxiety for the economy. He had difficulty in 
attempting to counteract such repeated publications because the prop- 
aganda machine of the party refused to permit it. Schacht then said 
that Hitler had continually reiterated in personal talks with Schacht 
that the speed of rearmament must be kept up to the spring of 1936, 
which Schacht had agreed to and carried out.* Goring interrupted to 
say that this was the first time he had ever heard of such a limitation. 
and the two men became acrimonious over the results of continued 
rearmament. Schacht argued that the danger of such a course was 
quite evident and that he would never become part of an inflation. If 
such a course were taken Schacht would like to drop out in time to 
prevent his being a part of such an eventuality. He considered it 
impossible that prices could be fixed by the State and at the same 
time keep the same money policy. Goring countered by saying that in 
the future he personally would examine all departments under 
Schacht’s control that were concerned with the export business in 
order to see that Schacht was not guilty of poor judgment.’ 

The argument continued at the next meeting which took place on 

May 27. Goring began by stating a project for producing substitute 
4 Frankfurter Zeitung, May 4, 1936; New York Times, May 4, 1936. 
5 U.S. Chief of Counsel for the Prosecution of Axis Criminality, Nazi Conspiracy 
and Aggression (Washington, U. S. Government Printing Office, 1946), Doc. 1301- 
PS, WE, p. 878; IMT, XXVII. pp. 122-69 contains Doc. |1301-PS in its entirety. 
There are 23 items taken from the files of the Chief of the Economic Armament 
Office, Georg Thomas, all of them concerning economic preparation for war and 
the rearmament question up to March, 1939. 


6 NCA, Doc. 1301-PS, III, p. 879. 
7 Jbid., pp. 879-82. 
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raw materials within Germany. Schacht at once objetted on the basis 
of the serious monetary strain which would result from such invest- 
ments. It was impossible to provide money by taxing capital or to in- 
crease the circulation of money beyond a certain amount. The previous 
measures had been executed correctly and without danger to mone- 
tary value. Any further increase seemed to him precarious because it 
would destroy the confidence of the people in the currency. Schacht 
also professed special scruples in those cases where prices for sub- 
stitute materials rose to such an extent above the world market prices 
that the products could not compete. To make the adjustment in such 
cases would increase the excise tax on exports or would necessitate 
inflation which he rejected flatly because it would upset the State’s 
budget and all confidence in the currency.® 

Though Goring’s formal economic control began in April, 1936, it 
was not until the autumn of that year, after learning of Hitler's inten- 
tion of speaking about economic policy at the party convention in 
September, that Schacht felt some insecurity in his economic position.® 
After a conference with Hitler, Schacht called General Georg Thomas, 
Chief of the Wehrwirtschaftsstab, and requested that Thomas forward 
to the Minister of War the following: 
Schacht returned from the Fiihrer with the greatest anxiety, since he could 
not agree to the economic program planned by the Fiihrer. The Fiihrer 
wants to speak at the Party convention about economic policy and wants 
to emphasize there that we now want to get free from foreign countries 
with all our energy by production in Germany. Schacht requests urgently 
that the Reich Minister of War warn the Fihrer from this step.1° 
Germany could be helped, Schacht continued, only by the promotion 
of exports, for by attempting to achieve autarchy “we cut our own 
throats”.!1 He insisted that if the food basis of the people were not to 
be endangered Hitler must refrain from this plan.12 

Had he known of Hitler's August memorandum on the Four Year 
Plan he would have been far more worried about his ability to main- 
tain control over the economy. A copy of this remarkable document 
was given to Albert Speer, who later became Plenipotentiary General 
8 Ibid., pp. 886-7. 
® Schacht, Abrechnung mit Hitler, pp. 96-8; Hjalmar Schacht, 76 Jahres meines 
Lebens (Bad Worishofen, Kindler und Schiermeyer, 1953), pp. 463-5. 
10 Notes from a conversation between Schacht und General Thomas on Sept. 2, 
NCA, Doc. 1301-PS, III, pp. 894-5; this note is initialed by Blomberg and General 
Wilhelm Keitel also. See IMT, V, p. 142. 


NCA, Doc. 1301-PS, HI, pp. 894-5; see also IMT, XXVII, pp. 153-4. 
12 NCA, Doc. 1301-PS, III, pp. 894-5. 
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for Armaments in the Office of the Four Year Plan. According to 
Speer, Hitler handed it to him with the statement that “the lack of 
understanding of the Reich Ministry for Economics and the opposition 
of German business against all large scale plans induced him to elab- 
orate this memorandum at Obersalzberg”? This memorandum in 
many instances is directed specifically at Schacht and those who 
accepted his point of view. In answer to Schacht’s demands for re- 
trenchment and for consideration of the life of the people before all 
else, Hitler wrote that “it is a major error to believe that on this point 
any compromise or comparison with other necessities of life could 
come into being”."4 

In answer to Schacht’s charge that further armament expansion and 
other public expenditures would result in inflation and a lower living 
standard because the means of production were already fully occu- 
pied, Hitler wrote 
just as the political movement in our nation has only one goal, the pre- 
servation of our existence, that is, the securing of all spiritual and other 
prerequisites for the self-maintenance of our nation, so the economy has 
also, only this identical goal. The nation does not live for the economy or 
for the leaders of the economy, for the economic or financial theories, but 
finance and economy, the leaders of the economy and all theories have to 
serve exclusively this struggle for the maintenance of our nation.'5 
The Fuhrer accused Schacht of daring to suggest that foreign ex- 
change be used to purchase food instead of armaments. That, he said, 
was Schacht’s misunderstanding because 
above all it is absolutely impossible to do this at the expense of national 
armament. I must reject here with the utmost vehemence the conception, 
according to which a limitation of national armaments, that is, a limitation 
of the production of weapons and ammunition can bring an “enrichment” 
in raw materials.16 
Hitler felt that building up foreign exchange or attempting to improve 
the balance of trade was “ridiculous nonsense”.‘7 He argued that 


paralle] with the military and political armament and mobilization of our 
nation must occur the economic one and this at the same speed, with the 
same determination and if necessary with the same ruthlessness. In the 
future the interests of individual gentlemen cannot play any part. There is 


13 Trials of War Criminals, XII, Doc. NI-4955, p. 430; IMT, XII, pp. 520-1. 
44 Trials of War Criminals, XII, Doc. NI-4955, p. 432. 

18 [bid., p. 433. 

16 [bid., pp. 434-5. 

17 Tbid., p. 436. 
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only one interest, and that is the interest of the nation, and only one con- 
ception, which is that Germany must be brought politically and econom- 
ically to the point of self-sufficiency.18 
That the “individual gentlemen” referred particularly to Schacht was 
made perfectly clear when he said specifically that no excuses would 
be heard from the Minister of Economics and continued, 
above all, it is not the task of the governmental economic institutions to 
rack their brains over production methods. This matter does not concern 
the Ministry of Economics at all. Either we have a private economy today, 
then it is its task to rack its brains about production methods, or we believe 
that the determination of the production methods is the task of govern- 
ment; then we do not need the private economy any longer.® 
Apparently as Hitler continued writing his memorandum he became 
increasingly angry at Schacht, for he emphasized more and more 
their differences. He complained that Schacht objected to the cost of 
raw materials, Ersatz and other items in a program of self-sufficiency. 
Hitler brushed such objections off as “also of no importance”.?° 
Schacht objected to using German 26 per cent iron ore when Swedish 
45 per cent ore was cheaper, and further objected that to utilize the 
German ore would necessitate transforming the German blast furnaces 
at great extra cost. Hitler answered that 
the objections that in this case all German blast-furnaces will have to be 
transformed is also unimportant, and above all it does not concern the Ministry 
of Economics. The Ministry of Economics has only to set the tasks of the 
national economy; the private industry has to fulfill them. But if the 
private industry considers itself unable to do this, then the National Social- 
ist State will know by itself how to resolve the problem. A German business 
will understand the new economic tasks or it will show itself unable to 
exist any longer in this modern time.?! 
Both the general tenor and the specific charges of this memorandum 
were indicative that Schacht’s economic policies were no longer satis- 
factory to the National Socialists and the drastic rearmament policy 
which Hitler wanted to put into effect.22 

Schacht had intended to use rearmament as a means of reasserting 
Germany's position as a world power, of bringing the elements of 
18 Tbid. 
19 [bid., pp. 436-7. 
20 Ibid., p, 437. 
21 Tbid. 
22 IMT, I, p. 308; Otto Meissner, Staatssekretér unter Ebert-Hindenburg-Hitler. 
Der Schicksalweg des deutschen Volkes von 1918-1945, wie ich ihn erlebte (Ham- 


burg, Hoffmann und Campe, 1950), pp. 418-21; Franz von Papen, Der Wahrheit 
eine Gasse (Munchen, List, 1952), pp. 437-8. 
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production back into full utilization, and as a work project to curtail 
unemployment. Apparently he recognized as early as August, 1935, 
the dangers inherent in allowing rearmament to go beyond the level 
which would satisfy his goal, for he spoke then referring to rearm- 
ament as a work project.24 He followed this with an address in Sep- 
tember in which he pointed out that he had used rearmament as a 
means of reducing unemployment. Now that the goal had almost been 
reached Germany should make an attempt to acquire colonies and 
send munitions workers there as slack developed in the rearmament 
program.?5 

Goring was not slow to make clear the new trend toward autarchy. 
Even before the announcement of the Four Year Plan he had read 
Hitler's August memorandum on the subject in a cabinet meeting on 
September 4, including the attacks on Schacht. He then stated that 
Schacht’s New Plan was no longer satisfactory and that trying to 
create a balance of foreign exchange merely by means of export was 
impossible. He said Germany must strive for self-sufficiency in all 
possible fields and specifically called for a program of inflation. When 
Schacht objected strongly on these points, Goring indicated the new 
role he was to play by stating that he was giving an “absolute com- 
mand _”.26 

On October 28 he spoke in the Sports Palace, calling on Germany’s 
men of science to develop new possibilities in substitute materials. 
He urged the manufacturers to forget their profits, the workers to 
forget all class differences, and the farmers to increase production for 
home consumption.?’ 

Only four days after his appointment to head the Four Year Plan, 
Goring issued a decree establishing the machiney of the new com- 
mission.?* In this first move he set the pattern for the future conflict 
with Schacht. His method of encroaching upon Schacht’s territory was 
to issue decrees as Commissioner of the Four Year Plan which took 


23 See Affidavit of Emil Puhl, Reichsbank Director under Schacht, IMT, Doc. 
EC-438, XXVI, pp. 518-20; NCA, VIL, pp. 499-500. 

24 IMT, Doc. EC-433, XXXVI, pp. 502-12. 

23. IMT, Doc. EC-450, XXXVI, p. 526; see also Hjalmar Schacht, Why Germany 
requires Colonies (Berlin, Druckerei der Reichsbank, 1936), passim. 

26 NCA, Doc.-EC-416, VII, pp. 471-3; see also Trials of War Criminals, VII, 
pp. 808-10. 

27 The entire address was published in the initial issue of Der Vierjahresplan, 1 
(January, 1937), pp. 31-6. 

28 Trials of War Criminals, Doc. NG-1221, XII, pp. 447-52. 
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precedence over the orders of the Minister of Economics.2° He then 
appointed authorities to cover the same fields that were already 
within the competence of Schacht’s underlings. It was precisely these 
tactics which brought Goring and Schacht into conflict. Géring wisely 
appointed experienced men to these new posts, men who had headed 
other administrative positions. He created a council of three men to 
act as his advisers: Hans Heinrich Lammers, Wilhelm Keppler, and 
Paul Kérmer. To head other departments he appointed Erich Gritz- 
bach, Press; Fritz Léb, Raw Materials; Wilhelm Keppler, Industry; 
Werner Mansfeld, Labor; Herbert Backe, Agriculture; Josef Wagner, 
Price Control; and Erich Neumann, Foreign Exchange.** The organi- 
zation soon became known as the “Goring Bureau”, and had more 
than 500 officials on the staff, which did not include the large number 
of commissioners and liaison officers connected with the ministries, 
industry, and the army.*! 

The Office for German Raw and Synthetic Materials was a never- 
ending source of controversy between the two men. Since it was 
established under the Four Year Plan the organization came under 
the personal supervision of Goring, who looked upon it with especial 
favor. Through this office he made an effort to control imports and 
exports as well as foreign exchange, all three of which were theoreti- 
cally under the control of the economic direction as a whole.®? By the 
decree of 22 October, 1936, the office pre-empted control over large 
economic areas previously under Schacht, including materials pro- 
duced outside of the Four Year Plan.* 

That Schacht did not acquiesce without a struggle in this usurpation 
of his prerogatives is evidenced by the high-handed letter Goring 
sent him on November 26 with reference to the jurisdiction over raw 
materials. In this letter Goring said that he had “made clear that only 
the head of the Office for German Raw and Synthetic Materials will 
carry the responsibility for furthering the raw and synthetic materials 
program within the limits of the means at hand and also of the avail- 


29 Der Vierjahresplan, I (January, 1937), pp. 36-41 contains a list of Géring’s 
decrees from October through December, 1936. 

30 Der Vierjahresplan, 1 (Jan., 1937), pp. 36-7 lists all the top men appointed 
for the Plan and their duties. 

31 Norbert Mihlen, Der Zauberer. Leben und Anleihen des Dr. Hjalmar Horace 
Greeley Schacht (Ziirich, Europa, 1938), p. 182. 

82 Maxine Y. Sweezy, The Structure of the Nazi Economy (Cambridge, Harvard 
University Press, 1941), pp. 48-9. 

83 Der Vierjahresplan, I (Jan., 1937), pp. 36-7. 
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able materials and man power”.*4 He then arbitrarily established the 
categories of work in which not only his own office but that of Schacht 
would have competency. He even changed a decree of 1934 to remove 
authority from the Ministry of Economics. The most radical part of 
the letter was the provision that in some fields, even when the re- 
sponsibility remained with Schacht, “instructions shall always be given 
in agreement with the Office for German Raw and Synthetic Ma- 
terials”.35 Goring ordered Schacht to lend adequate participation in 
order to protect the natural relationships with the whole system of 
economy and requested that the Ministry of Economics dissolve its 
agency of Commissioner for Raw Materials, because Goring’s agency 
had taken over and was to be fully competent. 

The planning and determination of objectives as well as the control over 
the execution of the tasks ... are the responsibility of the Office for Ger- 
man Raw and Synthetic Materials, which supersedes the authorities which 
have here-to-fore been in charge of these tasks.36 

These authorities were not to be excluded from further participation. 
Their duties were merely to be limited to the policing of mines and 
the routine work of the experts.37 

Schacht strenuously objected to this high-handed procedure. In a 
letter to his supervisory offices dated December 11, 1936 he “once 
more” notified them that they were obliged to accept instructions 
from Schacht only.** 

Two days earlier he had made an attempt to play down the new 
development of the autarchy program and the continuation of the 
rearmament program. In an address on December 9 he spoke of the 
approaching end of the rearmament program and raised the question 
of how Germany was to provide for investment and employment at 
that time. He thought that the obvious solution was to provide 
Germany with colonies.» 

Goring answered Schacht on December 17 in an address before 
the leading industrialists at the Preussenhaus in Berlin. After pointing 
out that he was, in his own words, “master of the German money ,*° 


34 IMT, Doc. EC-2438, XXXVI, pp. 233-7; NCA, VII, p. 338. 

35 NCA, Doc. EC-243, VII, p. 399. 

38 Thid., p. 341. 

37 [bid. 

38 NCA, Doc. EC-376, VII, p. 436. 

39 IMT, Doc. Schacht-19, XLI, pp. 252-4; see also Papen, Der Wahrheit eine 
Gasse, p. 438. 

409 Trials of War Criminals, Doc. NI-051, XII, p. 461. 
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he dismissed such questions as “what happens to investment when 
rearmament is finished?” with the answer that there was no end to 
rearmament in sight, and that profits could no longer be considered 
on the basis of bookkeepers’ accounts but only on the basis of necessi- 
ties of policy. It no longer mattered if the industrialists lost money 
getting raw materials out of German ground. They were to get them. 
If they could not operate under those circumstances then they would 
have to sell to those who could. He continued by saying that if an 
industrialist could produce 10 carloads of copper at 40 per cent above 
the world price for copper he should do it. Concerning the acquisition 
of foreign exchange Géring told the assembled industrialists that 
keeping within the law was immaterial if they were successful. Only 
those who failed would be prosecuted. He ended his address by 
saying that the Ministry of Economics still carried full responsibility, 
but that Goring advised its officials on what to do.*! 
Schacht felt that Goring had 


proclaimed the dissolution of all economic order and the introduction of 
jungle morality. It was incumbent on me to denounce this economic non- 
sense, and to oppose this irresponsible and wanton flouting of the law as 
openly as possible.4? 


His opportunity came when he was asked to speak at a celebration 
organized by the Reich Chamber of Economics (Reichswirtschafts- 
kammer) in honor of his sixtieth birthday on January 22, 1937. The 
audience was more or less the same as that which had listened to 
Géring’s December speech, so that Schacht’s allusions were generally 
understood. He began by saying that 


in no state can an economy flourish which is not imbued with firm prin- 
ciples of legality and order. Legislation exists, among other reasons, to 
guarantee the proper functioning of the economic system. Thus, gentlemen, 
when anyone says: “you can evade the law and its provisions with impuni- 
ty”, I say that I will bring anyone into court whom I find evading the 
provisions of the law.‘3 


After a brief discussion of the lack of validity of working German 
thirty per cent ore at much greater expense than would be incurred 


by purchasing sixty per cent foreign ore for which the German plants 
were suitable, Schacht then stated: 


41 Trials of War Criminals, Doc. NI-051, XII, pp. 460-5; Schacht, 76 Jahre, 
pp. 465-6; Schacht, Abrechnung mit Hitler, p. 98. 

42° Schacht, Abrechnung mit Hitler, p. 98. 

43° IMT, Doc. Schacht-27, XLI, pp. 255-6; Schacht, Abrechnung mit Hitler, pp. 
98-9; Schacht, 76 Jahre, p. 466. 
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If anyone says: “the important thing is to produce, not to produce profit- 
ably”, I say to you that if you produce uneconomically you will waste the 
substance of the German people. ... If I sow a hundred-weight of grain on 
a certain area of land and harvest only three-quarters of a hundred-weight, 
then that is the most utter economic nonsense imaginable.44 
Schacht was not alone in rejecting Géring’s usurpation of Schacht’s 
sphere of control. The Defense Economy Staff (Wehrwirtschaftsstab) 
of the Armed Forces Supreme Command issued a memorandum two 
days after Goring’s December 17 address. It expressed the strongest 
opposition to Schacht’s subordination to Géring. Furthermore, it in- 
sisted that Schacht was bound only through his position as Pleni- 
potentiary General for the War Economy. In that capacity he received 
his instructions from the Reich Defense Council.4* The opinion was 
expressed that the Defense Economy Staff did “not deem it com- 
patible with the principle laid down ... if the Plenipotentiary General 
for War Economy is now placed under the Minister President Colonel 
General Goring’s command”. This agency had proceeded up until 
this time on the assumption that the service agency of Goring was a 
temporarily established office set up to deal with peace time tasks. 
Operating under that assumption it was their opinion that the tasks 
of the Plenipotentiary General and Géring’s agency should be de- 
limited, stipulating that Schacht’s consent should be required before 
placing any task under Géring’s supervision. They unequivocally 
advocated that should war eventuate, the Four Year Plan be dissolved, 
and that in preparation for this measure only those activities which 
served peace time economic purposes be placed under Goring. All 
remaining war preparations in the economic field were to continue 
as Schacht’s responsibility. In the event of war the individual depart- 
ments of the Four Year Plan were to be attached partially to the War 
Ministry and partially to the Plenipotentiary General for War 
Economy.*7 

In a document dated December 30, 1936, from the Division of 
National Defense, (Abteilung Landesverteidiging) entitled “Report 
Memorandum on the Four Year Plan and Preparation of the War 
Economy”, it was recommended that Hitler be asked to delimit the 
authorized powers of Géring and Schacht. Schacht was to have cen- 
tralized direction of the war economy, excluding armament industry 


44 Ibid. 

48 IMT, Doc. EC-420, XXXVI, pp. 498-500. 
46 NCA, Doc. EC-420, VII, p. 479. 

47 Ibid., p. 480. 
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during war, and unified preparation for the war économy in peace 
time as before. The Four Year Plan was to be suspended (aufgehoben) 
during war, and in peace time Géring was to assume responsibility for 
safe-guarding the independent basis of the life and economy of the 
German people. To the extent that this task encroached upon the 
sphere of the Plenipotentiary General for the War Economy, joint 
action would be taken (im Einvernehmen handeln). In case of diver- 
gent purposes the decision would be made by the Fiihrer and Reich 
Chancellor after consultation with the Reich Minister of War.‘ 

Minister of War Blomberg wrote Hitler on February 22, 1937 that 
Schacht was not acting as Plenipotentiary for the time being because 
of a conflict between his powers and those of Goring. In Blomberg’s 
opinion there was no overlapping in the realm of economic mobiliza- 
tion between the work of Goring as head of the Four Year Plan and 
that of the Plenipotentiary for War Economy. He then expressed his 
views regarding the tasks of each and asked Hitler to assist in settling 
the jurisdictional questions so that Schacht would resume his former 
activity.*® 

Goring paid no attention to the opposition to his activities and 
continued issuing decrees covering every phase of Germany’s eco- 
nomic life. The methods of insuring the Four Year Plan’s success 
varied from subsidizing unprofitable mines to large scale production 
of synthetic substitutes, regardless of cost, and often, of quality. 
Each issue of Der Vierjahresplan contained a list of all new decrees.® 
Every type of old material was reclaimed in an effort to conserve.%! 
Manufacturing concerns were closely regulated to prevent their 
wasting raw materials. The foreign exchange shortage caused the 
necessary raw materials to be imported in their primary state. For 
example, bauxite ore was imported instead of crude aluminum.** 

Most of the financing of the Four Year Plan was done by industry 


48 NCA, Doc. EC-408, VII, pp. 465-6. 
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itself. In the rapid development of synthetic fuel, artificial rubber, and 
staple fiber, much of the experimental research work and practically 
all the cost of constructing and equipping the Ersatz plants was 
financed by the German chemical and textile industries. Private 
industry financed 80 per cent and banks handled 8 per cent, while the 
government subsidized the remaining 12 per cent of the first quarter 
of the Four Year Plan.5* The program of more or less forcible invest- 
ment of surplus capital in the requirements of the Four Year Plan 
dangerously impaired the liquidity of many corporations. Profits 
declined at the same time that surpluses were immobilized, in some 
cases forcing the industries to sell their own securities to meet the 
demands of the Four Year Plan.54 Because the Plan and concomitantly 
heavy demands of the rearmament program were forced on German 
industry when it had already achieved full utilization of all the com- 
ponent parts of production, a dangerous situation was generated.® 
Pressure was concentrated on the Reichsbank at a time when credit 
expansion had already reached the limits of safety and stability. It 
was to such activity that Schacht voiced his strongest opposition. He 
disapproved all moves that endangered the currency of Germany.** 

During Schacht’s four years at the head of the German economy 
the industrialists gained several benefits from National Socialism. 
Their plants had been placed in full production and their foreign 
obligations had been lessened by Schacht’s financial policies.5? After 
the advent of Goring and the Four Year Plan they had to pay the 
piper. They lost their foreign credit and many valuable connections 
with foreign markets. The constantly increasing public expenditures 
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of the State and party forced German taxation beyond all bounds and 
the industrialists were constantly faced with the possibility of a cur- 
rency collapse. An excessively strict control over financial relations 
with foreign countries paralyzed normal commercial dealings. 
Goring’s advocacy of inflation as the solution to the Reich’s financial 
problems clashed violently with Schacht’s strong sentiment against it. 
In a meeting of the Council of Ministers for the Defense of the Reich 
Goring invoked the memory of Frederick the Great who was, accord- 
ing to Géring, “in his financial behavior a strong inflationist”.® 

Contrasting with Schacht’s fundamental objections to public ex- 
penditures after the economy had reached full production was 
Goring’s extravagant use of State funds for party purposes.® In the 
fall of 1937 a sharp exchange of letters between Goring and Schacht 
indicated this to be a major source of friction. Schacht intimated 
indirectly that Goring had been using the reserve emergency funds 
of the Reich for personal aggrandizement, to say nothing of public 
expenditures for roads, parks, resorts, and camps.*! There is ample 
evidence that Goring never hesitated to spend whatever he felt was 
warranted for the success of any aspect of his Four Year Plan, even if 
the expense was not valid. 

Whereas Schacht always wanted to return to a basically orthodox 
economy, and at no time attempted to violate what he considered 
fundamental economic laws, Goring had no such qualms. At one 
point during an argument with Schacht on the question Goring is 
reported to have pounded the table with his fist and bellowed, “and 
I tell you, if the Fiihrer wishes it, then two times two is five!”.68 While 
Schacht always thought in terms of what was best for the industrialists 
of Germany, Go6ring was convinced that their sole function was to 
benefit the State, by which term he often meant the party. In the 
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April, 1937, issue of his publication Der Vierjahresplan he wrote that 
“private economic considerations are not at liberty to jeopardize the 
national economic success”.®® Schacht was cautious in handling the 
German economy, in spite of all that has been said to the contrary, 
while Goring did not hesitate to take any action which appeared on 
the surface to be the solution of a temporary problem, regardless of 
the long range implications.** Schacht once said: 


We must beware ... of getting into a situation from which we no longer 
have any means of escape, so that we are driven into a course in which we 
are no longer master of our movements. Thus it is essential to see that we 
retain freedom of action in every situation. We must avoid both material 
and personal commitments. If we are drawn into a course out of which we 
can no longer escape, we might be forced to go with open eyes to our 
destruction, with no means of doing anything to save ourselves.§7 


Schacht recognized the limits of possibility, both economically and 
politically, and it was ultimately his loyalty to the principles of 
caution which cost him his control over German economy. 

The Volkischer Beobachter of January 21, 1937, carried an article 
ostensibly honoring Schacht on his sixtieth birthday. The last part of 
the article, however, contained a veiled statement that Goring was 
replacing him in the control of German economic policy. 


The Four Year Plan has charted an entirely new course for German eco- 
nomic policy. It is emerging from the period of preparation and advancing 
toward the Socialistic expansion of the economy. ... The period of the 
Four Year Plan and the beginning of Socialistic expansion will be de- 
signated by the name of Hermann Goring.® 


The first issue of Der Vierjahresplan, published in January, 1937, 
printed an article by Fritz Lob which said in part: 
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any difficulties between the official authorities concerned, resulting in 
losses through friction that may interfere with the union of all forces in 
face of the goal to be attained, will not be tolerated. The personality of 
the Commissioner for the Four Year Plan is a guarantee that these 
hindrances, which under other constitutional conditions might well take up 
the whole energies of valuable men, shall not make their appearance.7° 
Early in March, 1937, Schacht and his business, banking, and in- 
dustrial backers requested the government to reduce the allotment of 
imported raw materials and Ersatz production in order to increase 
supplies for the manufacture of export goods. They wanted a 50 per 
cent reduction in arms manufacture, arguing that if half the sum 
spent on armaments were diverted to other industries, military re- 
quirements would still be adequately filled.“ At the same time 
Germany could double her capacity to buy raw materials by making 
goods to sell abroad for cash. These men wished to cease spending 
such vast sums on the Four Year Plan rather than on normal produc- 
tion, and they preferred to strive for a reconquest of world markets 
rather than attempting to make Germany self-sufficient. A significant 
aspect of the development was the German army’s support of Schacht’s 
recommendations.” Hitler’s answer, as expressed later in the year, was 
that “if private enterprise does not carry through the Four Year Plan 
the State will assume full control of business.”7 

On April 2, 1937, Schacht asked Goring to make some effort to 
exploit the international armaments boom which provided an excellent 
opportunity for German exports. He said that the reason for Germany's 
inability to take advantage of this situation lay not only in the lack of 
raw materials but also in the preference given to domestic armament 
orders and the demands of the Four Year Plan. Schacht suggested that 
Goring decrease the production of armaments and limit the require- 
ments of the Four Year Plan to those of the greatest urgency.” This 
was necessary because the programs of Goring required such tremen- 
dously increased imports of raw materials which were used for the 
Plan or were stockpiled under the program of the Plan. Therefore they 
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could not be re-exported as finished goods to get foreign exchange 
and clearing credits for use in defraying the expenses of such imports.” 
Furthermore, the absorption of an increasing proportion of Germany’s 
now fully utilized labor and capital in State-planned internal projects 
tended to restrict Germany’s exporting capacity.” 

In his April 2 letter Schacht not only complained that the demands 
of the Four Year Plan were causing difficulties in the export trade but 
also charged that the Office for German Raw and Synthetic Materials 
had been undermining his authority. He continued: 


Aside from the export difficulties already mentioned doubts have recently 
arisen with firms engaged in the export business as to whether the point of 
view always represented by me, namely that export business has priority 
over domestic business, was still valid. The Office for German Raw and 
Synthetic Materials has recently repeatedly expressed the opinion to a large 
circle of business men that the principle of priority supply for export ship- 
ments which was in force until now and has been formerly acknowledged 
by you in the Inner Cabinet has been abandoned or would not be enforced 
any more to its fullest extent. Aside from the fact that such contradictory 
orders cause uncertainty and unrest in economic life, it is obvious that a 
number of firms see in the opinion of the Office for German Raw and 
Synthetic Materials a welcome opportunity to refuse export orders which 
are less desirable on account of the greater risk and effort involved.7* 


Schacht also blamed the Four Year Plan for absorbing so many skilled 
workers that an extra-ordinarily serious labor shortage had arisen for 
export goods production. He re-emphasized his belief that Germany 
should promote her exports with all her resources, and therefore the 
Four Year Plan should solve only the more pressing problems, while 
all other measures of the Plan should be postponed.’8 On April 17 
Schacht came back to the same problem in another letter to Goring. 
He proposed that both he and Goring appoint representatives to meet 
weekly in order to decide those cases in dispute.” 

This question of foreign trade was one of the most serious differ- 
ences between the two men. Schacht wanted exports at almost any 
cost, while Goring rated exports as of little importance to the national 
interest. In a welcoming address on June 22, 1987 to the Ninth Con- 
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gress of the International Chamber of Commerce* he recorded his 
conviction that 


no economy conscious of its national tasks can permit dictation from the 
outside as to what will be exported or imported. To import at any price or 
to purchase export possibilities through the assumption of political obliga- 
tions that are nationally intolerable is out of the question for Germany. 
The Four Year Plan leads us out of such a position of duress.8° 


This offers a sharp contrast with Schacht’s demands for international 
cooperation in the exchange of goods. One student of the German 
economy wrote that “while officials associated with the Reichsbank 
and the Ministry of Economics have continued to stress the necessity 
of developing exports, the more radical National Socialists have hailed 
the Four Year Plan as a means of realizing their long-cherished ideal 
of autarchy”.8! From the time Goring assumed control of the German 
economy the records show a steady decline of export trade.® 
Another basis of conflict was found in the question of cartels. 
Schacht had consistently and openly opposed cartel organization since 
1902 when he stated that “cartels mean stagnation ... and are nothing 
but mutual associations for the assurance of profit’.8? He complained 
in August, 1936, that the many recently formed industrial cartels, 
which had been unorganized prior to National Socialism, threatened 
“to wipe out competition and to pave the way for state socialism”.* 
In opposition to this view the National Socialists strongly favored 
cartels because behind the powerful cartel movement there was a 
more powerful trend toward centralization, which reached a scale 
hitherto undreamed of. The cartel structure itself is autocratic rather 
than democratic since it is a process of monopolization.* The Her- 
mann Goring Works was an exaggerated example of the new type of 
cartellization. When it was first established in July, 1987 its stated 
object was only to utilize the low-grade ore, particularly at Salzgitter, 
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which private industry did not want. Any intention of competing with 
private industry was disclaimed. According to Schacht 


the order was issued to exploit this low-ferrous ore in order to economize 
on the importation of foreign ores. With an expenditure of billions of marks 
huge works were erected and brought into operation. It is hardly necessary 
to mention that the Hermann Goring Works always operated at a loss and 
was constantly demanding more credits from the Reich, none of which had 
the least chance of ever being paid back. In order to cloak the fiasco the 
directors of the Hermann Goring Works soon began to buy up all sorts of 
other undertakings, preferably those which showed a good rate of profit. 
In the end the thing swelled up to an enormous and utterly top-heavy 
growth, with stupidity, corruption and fraud writ large all over it.8¢ 

The plant was soon transformed into “a gangster organization, out to 
steal and rob as many organizations as... [it] could”.8’ The indus- 
trialists had warned Goring that the iron deposits at Salzgitter were 
no good, but he disregarded this information and called upon industry 
to help construct blast furnaces, which were to cost about one-half 
billion marks. The most important industrialists joined to draw up a 
memorandum of protest to Goring, but when he learned of it he wired 
them that all opposition to his project would be considered sabotage 
against Germany, an act of treason. The memorandum found no 
signers and the industrialists had to assist in the construction of the 
Hermann Goring Works.’* The organization was financed partly by 
simple robbery in the form of expropriation, especially against Thys- 
sen, and partly by the exchange of shares or by purchase, the taxpayer 
and private industry providing the money. Of the 400,000,000 marks 
capital which the Works had in 1939, 245,000,000 marks were sub- 
scribed by the Reich and 155,000,000 came from private industry. The 
financing has been called a “typical case of gangsterism. The iron 
industry had to pay protection money and to finance its own com- 
petitor.”®® The establishment of the Works was economically unneces- 
sary from the very beginning. It constituted an attempt of the party 
to provide an economic basis for the party’s rule. “Hermann Goring’s 
irruption into private industry is a political, not an economic pheno- 
menon. It intends to secure and fortify the political power of the Party 
bureaucracy. It opens new careers for Party officials.”® Private in- 
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dustry and Schacht were strongly opposed to the whole scheme but 
the threat of expropriation was too great to be disregarded.” 

The ambition of the two men also militated against their cooperation 
in the same field. At the Nurnberg trials Goring was very frank on 
this score. 

As Herr Schacht also had a very strong personality and felt his position 
keenly, and I likewise was not inclined to hide my light under a bushel, 
whether we were friends or not we could not help getting in each other’s 


way because of this question of authority, and one of us had finally to give 
in to the other. 


Schacht, though less blunt, testified to the same effect. 


The differences which led to my resignation resulted from the fact that 
Goring wanted to assume command over economic policies while I was to 
have the responsibility for them. And I was of the opinion that he who 
assumes responsibility should also have command; and if one has command. 
then he also has to assume the responsibility. That is the formal reason 
why I asked for my release. 


The struggle between the two bosses of the German economy assumes 
an even greater importance when one considers the sources of the 
power of each. Many interests were involved, and the outcome was 
certain to have a profound influence on both the policies of Germany 
and of the foreign nations toward her.®* Schacht derived much of his 
power from an alliance with the General Staff of the Reichswehr, as 
epitomized by his relations with Field Marshall Blomberg and General 
Georg Thomas, Chief of the Economic and Armament Office at the 
High Command of the Wehrmacht from 1934 to 1943.% One official 
is reported to have declared that “Blomberg realizes only too well 
that when others have already been forced to give adulterated bluish 
milk, Schacht still manages to serve cream”.%* When Schacht had 
trouble with the more radical National Socialists over the socialization 
of the profits of private enterprise it was Thomas who supported him.%7 
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The big business men in Germany also backed Schacht, even though 
some of them managed to profit at times from Goring’s lavish public 
expenditures. Goring forced them to establish, often at their own 
expense, new factories for the production of synthetic materials which 
were not profitable and virtually confiscated the property of Schacht’s 
industrialist and banking friends to pay for the rest. Goring was 
empowered by the Four Year Plan to take any material from one firm 
and give it to another and to force business to cease production of one 
product in order to produce another, often less profitable. Schacht 
thus gained strength not only from the direct alliance with the 
business men, but also through Goring’s restrictive policies regarding 
them.*8 

Another source of Schacht’s strength arose from Germany’s necessity 
for economic contacts with foreign countries. Schacht’s orthodoxy 
made him invaluable to the National Socialists as long as they wanted 
to impress foreign capital. He was the one remaining person of any 
prominence in Germany who held the respect of financial leaders 
abroad.®® Much of the cooperation which Hitler secured from foreign 
powers was the result of promises that Dr. Schacht’s advice was still 
being accepted in Berlin and of Schacht’s own urging of banking 
colleagues abroad to negotiate. 

Whereas Schacht’s power derived from sources conflicting with the 
National Socialist Party, Goring gained strength from his position high 
in its ranks. He had stood at Hitler's side since the very beginning of 
the struggle and had been rewarded with many of the highest posts 
within the organization, while Schacht had consistently refused to 
join the party." In fact, Schacht never did join, although Hitler 
presented him with a gold membership badge early in 1937 and 
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announced that he had conferred upon Schacht full party member- 
ship.1 ; 

Goring, as Successor-Designate to Hitler, naturally had influence 
and power out of proportion to the regular operation of his economic 
functions, since it was a near-certainty that Géring’s will was Hitler's 
will.1°8 This gains in importance when it is opposed to Schacht’s 
forthright criticism of Hitler’s policies when they were in opposition 
to his own or when Schacht thought they were endangering his 
work.1% 

A third source of Géring’s strength was his popularity with the 
German masses. He exploited his record as an aviation ace during 
the first World War and always appeared as a hearty burgher who 
was a friend of the little man. He posed as a mighty hunter, a dashing 
military hero, and a funloving boy who had not forgotten the simple 
pleasures.!% Schacht, on the other hand, was never gregarious, wore 
clothes which belonged to the Bismarckian period, and retired to his 
estate when he was not working.’ 

It is only necessary to mention some of the other positions which 
Goring held under the Nazi regime to understand the prestige ac- 
cruing therefrom. Between 1932 and 1945 he was a member of the 
Nazi Party, Supreme Leader of the SA, General in the SS, member 
and President of the Reichstag, Prussian Minister of Interior, Chief 
of Prussian Police and of the Prussian Secret State Police, Chief of the 
Prussian State Council, Reich Minister for Air, Commander-in-Chief 
of the Air Force, member of the Secret Cabinet Council, and Head 
of the Goring Industrial Combine.1” 

By June, 1937 the economic situation was becoming untenable. On 
June 14 General Keitel wrote Goring that Schacht was making this 
exercise of his function as Plenipotentiary dependent upon an arrange- 
ment concerning cooperation with the Commissioner for the Four 
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Year Plan. He said that a necessary practical basis for cooperation 
had been found and only a formal agreement was needed in order to 
carry on the common work. The Chief of Staff begged Géring to 
speed up, if possible, this agreement with Schacht. It was finally 
signed on July 7. Goring, at least for the time being, was apparently 
out to mollify Schacht. 


A re-examination, made by the two undersigned at the instance of the 
Fuhrer and Reich Chancellor, of the basic questions raised earlier, which 
are hereby settled, has shown that the tasks of the Deputy for the Four 
Year Plan and the tasks of the Commissioner General for War Economy 
are being solved in closest mutual cooperation. Moreover, no doubt exists 
about the fact that the Commissioner General for War Economy has the 
position of a supreme authority of the Reich.19 

It was soon obvious that such an agreement had no influence on the 
following events. Before the month ran out Goring issued another 
directive concerning mining, with no prior notification to or consulta- 
tion with Schacht. In a letter of August 5 Schacht’s disgust broke into 
the open. He reiterated his differences with Goring and sent a copy 
of the letter to Hitler with a request for his resignation as Commis- 
sioner for the Ministry. Schacht blamed Goring for the rise in wages 
brought about by unregulated competition of the construction and 
armament industries for the labor market which had led to a price 
elevation increase in the use of everyday consumer goods. Goring’s 
agency had also made grave miscalculations in the food sector which 
had seriously impaired the foreign currency reserves and created the 
sudden need for importing certain foodstuffs. He charged that the 
investment in materials required under the Four Year Plan for the 
current provisioning of industry would result in raw material short- 
ages, and said that he had repeatedly stressed the need of increased 
exports and had worked to bring it about. 


On the other hand, the undue claims made upon our industry by domestic 
orders are naturally prejudicial to the willingness to export. I have urged 
again and again that industrial exports be increased and that exaggerated 
demands should not be made upon industry in the placing of state orders, 
but I have never received proper support from your staff.11 


With reference to the foreign currency situation Schacht accused 
Goring of squandering the last foreign currency reserve of the German 
people which Schacht thought should be saved until a real emergency 
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arose. Furthermore, these funds had not been used for purposes of the 
Four Year Plan but for the current import of raw materials and food- 
stuffs in order to maintain nutrition and industrial employment as 
much as possible. He refused to take any responsibility for the actions 
of Goring, considering it especially irresponsible that such last re- 
serves were being used up without supplying any other provisions for 
emergencies in coming years, and before the results of the Four Year 
Plan had actually become evident in a practical way.'! 

Concerning the extraction of iron ore Schacht claimed that Goring’s 
order of July 23 had been promulgated without his knowledge and 
that this project encroached upon his own operations. The forcefulness 
of this letter illustrates the gravity of the situation. 


To make banknotes and ledger credits available does not mean that raw 
materials and foodstuffs are simultaneously made available. With paper 
one can neither bake bread nor cast guns. ... The scarcity of a good many 
consumer goods is already making itself felt in public life today. It cannot 
be eliminated by increasing the amount of money or credit in circulation. 
If the output of consumer goods diminishes while the amount of money 
and credit increases, the inevitable consequence is an increase in the price 
of consumer goods and devaluation of the currency, leading eventually to 
inflation. In a totalitarian state it is wholly impossible to conduct an eco- 
nomic policy divided against itself. You will recall that already months ago 
I stated to you that uniformity of economic policy is indispensable for its 
success, and that I suggested that you have the Reich Ministry of Eco- 
nomics transferred to you. I have explained above that I believe your 
foreign exchange policy, your policy regarding production, and your finan- 
cial policy to be unsound and that I am not in a position to share the 
responsibility for them. The fact that you constantly intervene with the 
policies of the Ministry of Economics in all these fields, must, however, 
create the impression that I also advocate these policies of yours. This has 
now openly become a matter of debate because of your Mining Ordinance, 
since the Mining Administration is subordinate to me in all its parts. It is 
wholly untenable to give the economic groups affected thereby, who ask 
my opinion of your ordinance, an opportunity to allege contradictions 
within the economic leadership of the Reich Cabinet. For that reason I 
have today given a report to the Fiirhrer and Reich Chancellor.1!2 


Goring answered this letter on August 22, 1987 making a point by 
point rebuttal. He sought to make it appear that Schacht had heavily 
misrepresented the truth. His chief defense was that: 

It is not supremely important whether things are carried out and measures 


taken because they belong to the proper functions of a ministry, but rather 
that this ministry has borne the actual initiative and has been the author 
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of these measures. I can well imagine — there are proofs of this — that 
things have been done within the functions of a ministry, even though this 
ministry contributed little thereto, yes, was often even basically opposed 
to them.113 


He denied his responsibility and even intimated that Schacht was the 
source of all the evils mentioned. It was Schacht’s lack of cooperation 
which produced the controversy. 


I deplore all the more having the impresion recently, which is confirmed 
by your letter, that you are increasingly antagonistic toward my work on 
the Four Year Plan. This explains the fact that our collaboration has grad- 
ually become less close. ... I will, however, leave nothing untried in 
finding ways and means to overcome the obstacles that confront the Four 
Year Plan.114 


On August 26 Schacht disdained arguing the issue further and assured 
Géring that his charges had verified for Schacht the fundamental dif- 
ferences in their economic policies, differences which he hoped would 
induce Hitler to place the further direction of economics solely in the 
hands of Goring. 

A keen observer of the Reich’s economic fortunes presents an in- 
cisive analysis of the basic issues: 


Unquestionably a battle over primary economic principles is raging behind 
the scenes in Germany. The crisis ... over Schacht ... was the result, 
rather than the cause of this battle. The heavy selling of securities in the 
last two months, all banks agree, proceeded originally from industry which 
needed cash for the virtually enforced investment in the Four-Year Plan or 
for compulsory expansion of plants for the evergrowing State constructions. 

Industry invoked Dr. Schacht as an ally, rather than the converse. But 
both concurred in the belief that the expanded Four-Year Plan is injudi- 
cious; in particular, that the promised saving of foreign exchange would 
be insignificant compared with the enormous expenditure and the strain 
of the undertaking. 

Further, Dr. Schacht is with industry in its championing of private as 
against State initiative in the field. ... Nevertheless, party radicals have 
argued that only direct State undertakings could prevent a collapse of the 
industrial boom. This argument conveniently coincided with their own 
socialistic aspirations. ... Goring, though himself not anti-capitalistic, al- 
ways was revolutionary, and it seems he is now three-quarters in the 
socialist camp.116 
On September 25, 1937 Goring released to the Press advance extracts 
from an article which was to appear in the next issue of Der Vier- 
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116 Robert Crozier Long in New York Times, Nov. 8, 1987. 
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jahresplan. “Unified control of industry demands a unified organiza- 
tion. This is condemnation in advance of any sort of duplicated 
organization.... The execution of the Four-Year Plan demands this 
imperatively.”!!7 The timely appearance and wide circulation of the 
article left no doubt that Goring was preparing the people for the 
ousting of Schacht. The Goring challenge was categorical.11® 

Still Hitler refused to let Schacht go and insisted that Goring and 
Schacht meet to settle their differences. The two conferred on 
November 1 but obviously failed to reach agreement for on November 
16 Schacht wrote Hitler that Goring had promised to present a series 
of proposals, so that once an agreement was reached they could offer 
a mutually approved text to Hitler. This agreement had not been 
carried out thus far and Schacht again complained that Goring was 
interfering repeatedly with the authorities of the Reich Ministry of 
Economy. “I should therefore like most humbly to ask you once more 
in the interest of a uniform government management for the carrying 
out of the release from the Ministry of Economy which was prom- 
ised me.” 1 

Hitler realized that dropping Schacht would isolate Germany in the 
economic sphere and hesitated to dismiss him for that reason, but he 
finally saw that Schacht was forcing a decision. Hitler had tried for 
compromise, for Schacht and Géring were equally valuable, equally 
indispensable to the regime. But Schacht’s last letter, coupled with 
the knowledge that Schacht had not been active in his capacity of 
Minister of Economics for some time, left him no choice.!2° On 
November 27 Hitler published his acceptance of Schacht’s resignation 
in the Berliner Tageblatt. Addressing himself to Schacht the Fiihrer 
sugar-coated the pill of severance. 


You have performed extraordinary services for the new German Reich and 
me. For this reason I could not, hitherto, make up my mind to comply 
with your request, repeatedly presented in the course of the past years, to 
be relieved of the ministry.121 


117° Volkischer Beobachter, Sept. 25, 1937; Hermann Goring, “Einheitliche Fiihr- 
ung und Organisation der Wirtschaft”, Der Vierjahresplan, 1 (Oct., 1937), pp. 
578-9. 

18 Neue Ziiricher Nachrichten, Oct. 15, 1937; see also testimony of Albert Speer, 
IMT, XVI, pp. 224, 513-4, and Hans Lammers, pp. 90-1. 

119 NCA, Doc. EC-495, VII, pp. 566-7. 

120 Neue Ziiricher Nachrichten, Nov. 30, 1937; Miihlen, Der Zauberer, pp. 199- 
200; letter from Ambassador Dodd to U. S. Secretary of State, Nov. 29, 1937 in 
NCA, Doc. L-104, VII, p. 518. 

121 Berliner Tageblatt, Nov. 27, 1937; see also NCA, Doc. L-104, VII, p. 880. 
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Then on December 8 Hitler informed Schacht that acceptance of his 
resignation from the tasks of Reich Minister for Economy also in- 
cluded abdication of his powers as Plenipotentiary General for War 
Economy.}?? 

No successor was immediately appointed to fill Schacht’s post. 
Instead Goring was put in control of economic affairs until January, 
1938, in order to give him time to bring the two offices into harmony. 
Goring made wholesale dismissals of officials who were loyal to 
Schacht and included the Ministry of Economics in his giant organi- 
zation. German economy was placed completely under military com- 
mand. Active army officers were placed in the Ministry of Economics 
to issue orders that were finally carried out by the military-economic 
leaders appointed in the various industries and sworn in to Hitler in 
much the same way as the military.1”8 

The evidence from this point forward indicates that Schacht’s 
trouble with Goring was at an end, but his difficulties with Hitler 
and the National Socialist regime as a whole were to be intensified. 
Schacht’s efforts to direct German policy into more conservative 
channels and his struggle with Goring had been conducted primarily 
on an economic level. These efforts had failed. From this point for- 
ward the financial wizard shifted his attacks on the regime as a whole 
to a political plane. 


122 NCA, Doc. EC-494, VII, p. 566, 

123° See the decree reorganizing the Ministry of Economics under the Four Year 
Plan, Feb. 5, 1938, Trials of War Criminals, XII, Doc. NID-13629, pp. 484-8 and 
Doc. NID-12215, pp. 489-92; see also statement by Walther Funk in IMT, XIII, 
pp. 100-1. 
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ECONOMIST BECOME POLITICIAN: 
SCHACHT’S SHIFT TO OPPOSITION ON A 
POLITICAL PLANE 1938-1939 


When Schacht first accepted a position under the National Socialists 
in 1938 it was his intention to allow for a five year period of public 
spending in order to prime German business and achieve economic 
recovery. He assumed that the government would then be able to 
increase its tax revenues and carry the burden of repayment. He 
accepted the responsibility of providing the money for this five year 
period and at the same time drew up his financial program in such a 
manner that it acted as an automatic brake on excessive expenditure.! 
Much of the money which he provided was to be used for rearm- 
ament, a program which Schacht deemed essential. This was one of 
the strongest reasons for his admitted collaboration with the Hitler 
regime. Schacht never denied that he was entirely in favor of rearm- 
ing Germany to an equality with her neighbors; in fact, he readily 
admitted that he was completely satisfied with his role in rearming 
the German people before 1938. He tried to apply the brakes, how- 
ever, as early as 19386 and in 1938 ceased all cooperation.? 
Nevertheless, in 1985 Schacht devised a system under which notes, 
known as Mefo Bills, were used to obtain large sums for rearmament 
from the short-term money market. They were guaranteed by the 
Reichsbank and backed only by its position as a bank of issue. The 
total life of these bills varied, in some instances exceeding four years, 
and the Reichsbank could discount them any time within the last 


1 See affidavit of Emil Puhl, Reichsbank Director, IMT, Doc. EC-437, XXXVI, 
pp. 516-7; EC-438, pp. 518-20; EC-450, pp. 522-9; statement by Thomas, IMT, 
XIII, p. 75, Hjalmar Schacht, Abrechnung mit Hitler (Berlin, Rowohltverlag, 
1948), p. 55. 

* See extracts from the manuscript of General Georg Thomas entitled “Grund- 
lagen fiir eine Geschichte der deutschen Wehr- und Riistungswirtschaft”, IMT, 
Doc. 2353-PS, XXX, pp. 259-80; Trials of War Criminals, XII, pp. 457-9; 
IMT, Doc. 3726-PS, XXXII, pp. 572-4. 
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three months. Mefo Bills were drawn by armament contractors and 
accepted by a limited liability company which had a nominal capital 
of one million marks and was therefore merely a dummy organization.$ 
It was understood at the beginning that Mefo financing could be used 
only until full employment and production were achieved, at which 
time it was clear that a further credit expansion in itself would not 
result in increased production. It was expected that when this time 
came the rise in the national income would provide sufficient taxes 
and savings for public loans to finance armaments from the budget. 
The Reichsbank directorate recognized that the system was risky, but 
they expected that in good time the budget would be balanced and 
provision made for the repayment of these bills without resorting to 
new credits.* 

In line with his desire to help Germany rearm was Schacht’s ex- 
change control system, designed primarily to prevent Germany's weak 
foreign exchange position from hindering the acquisition abroad of 
raw materials needed for rearmament.5 Under his leadership increased 
use was made of the device of blocked accounts to provide marks, 
some of which could be used for partial payment of imports. They 
were sold at substantial discounts and the losses represented by them 
were taken by the foreign creditors to whom they belonged.* His New 
Plan was developed to broaden control over German economy by 
providing totalitarian controls over Devisen (foreign bills of exchange) 
and commodities. Germany’s foreign trade was put largely on a barter 
basis and Schacht encouraged exports by direct subsidies and by 
accepting partial payment in restricted marks which could be acquired 
by foreign importers at a substantial discount. Under Schacht’s guid- 
ance Germany was quite successful in developing her foreign trade 
by these methods in Latin America and in southeastern Europe. His 
clearing agreements were primarily for the purpose of obtaining raw 
materials for armament, food, and export industries.” 


3 Schacht, Abrechnung mit Hitler, pp. 52-5; Affidavit of Emil Puhl, Reichsbank 
Director 1933-39, IMT, Doc. EC-436, XXXVI, pp. 513-4; IMT, II, pp. 313-4. 

4 IMT, Doc. EC-438, XXXVI, pp. 518-20; see letter Count Schwerin von 
Krosigk to Hitler, Sept. 1, 1938, Trials of War Criminals, Doc. EC-419, pp. 509- 
14; IMT, XXXVI, pp. 492-8. 

5 IMT, I, p. 307. 

6 IMT, Doc. EC-437, XXXVI, pp. 516-7; Thomas Balogh, “The National Eco- 
nomy of Germany”, Economic Journal (Sept., 1938), passim. 

7 Schacht in Frankfurter Zeitung, Jan. 24, 1937; Hellmut Liidecke, Die Sicher- 
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Thus it may be seen that Schacht lent his wholehearted support to 
Hitler in the early days of the regime.® He claims that his first moral 
doubts about Hitler originated in 1934 on the occasion of Hitler’s 
speech before the Reichstag in which he said that he was the supreme 
judge during the purge of June 30. Schacht admits that he still be- 
lieved even then that despite Hitler’s violent methods he intended to 
do the best he could for the German people, to give them peace and 
work; so he made no decision at that time. Although he deplored 
Hitler’s intolerable methods he thought that his aims might be right 
and proper and at that time Schacht had certainly been able to 
maintain his own independent position even on an official basis.® 

It was not until the beginning of May, 1985, that Schacht made an 
official approach to the problem of violence and the excesses of the 
party when, in two memoranda to Hitler, he condemned the ceaseless 
collection of funds by all sorts of party institutions and organizations. 
Schacht demanded that such activities should cease on the ground 
that they were seriously interfering with his monetary and financial 
policies. Tax revenues should be used to finance public works and in 
particular Germany's rearmament, rather than be frittered away for 
celebrations, buildings, and other party projects. He condemned 
violence against the Jews and the church in the sharpest terms and 
demanded an end of Gestapo tyranny and brutality which were 
bringing Germany into discredit throughout the world. He declared 
that he would not be in a position to pursue a successful foreign trade 
policy if Germany had to bear the stigma of an uncivilized nation. 
Hitler was considerably disturbed by such frank language and tried 
to soothe Schacht by assuring him that it was only a question of post- 
revolutionary pains soon to be allayed.1° Three months later at the 
K6nigsberg fair Schacht’s speech on the same subjects was broadcast 
uncensored, but Goebbels forbade its publication. This so angered 
Schacht that he had the entire address published by the private 
printing office of the Reichsbank and distributed a quarter of a 


ung der Wirtschaftlichen Unabhingigkeit Grossdeutschlands; ein Beitrag zur 
Klérung des Autarkieproblems (Wiirzburg-Aumiihle, Triltsch, 1940), pp. 112-5. 
8 Letter, Schacht to Thomas, Dec. 29, 1937, NCA, Doc. EC-257, VII, p. 347; 
Schacht testimony, IMT, Doc. 3726-PS, XXXII, pp. 572-4; NCA, VI, p. 473. 

8 IMT, Doc. 3728-PS, XXXII, p. 595; see also testimony of Hans Bernd 
Gisevius, IMT, XII, pp. 187-91. 

10 Schacht, Abrechnung mit Hitler, pp. 87-8. 
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million copies.!1 According to Schacht this marked the beginning of 
Hitler’s overt mistrust of him.1* 

In a letter to Minister of War Blomberg dated December 24, 1935 
Schacht stated: 


The picture of the difficulties caused to my foreign-trade and foreign- 
exchange policy would not be complete if I did not point out the obstacles 
of a political and cultural nature which arouse resistance and aversion 
throughout the world to any commercial relations with us. The economic 
and legal treatment accorded to the Jews, the anti-religious movement of 
certain Party organizations, and the lawlessness of the Gestapo all combine 
to prejudice our armament efforts to a degree which could at least be 
greatly diminished by the use of more reasonable methods without aban- 
doning our aims.13 


As late as September, 1935 Schacht believed that Hitler was turning 
to moderation. There was some rationalization in this view but little 
reason to doubt its sincerity. He considered it axiomatic that a states- 
man must sooner or later become conservative to remain in power. 
When questioned about Hitler’s violent speeches at the Nuremberg 
Party Congress, Schacht insisted that in front of 500,000 people one 
must always talk radically and give the masses something new. 
Schacht also claimed that if Hitler were not becoming conservative 
his own opposition as well as that of the army would force the Fihrer 
into the path of moderation."4 Schacht was still hopeful, in view of 
Hitler’s contributions to the welfare of the German nation, that the 
Leader would become a real statesman." 

In regard to German rearmament Schacht and Hitler were in ap- 
parent agreement until 1936. Schacht wanted enough defensive arm- 
ament to give Germany equality with surrounding nations and there 
was little indication prior to this time that Hitler would go further 
than that. Schacht opposed war and despite his suspicion that Hitler 
believed a military victory necessary to secure his hold on the German 
people Schacht was confident that he, with the support of the army, 


11 Wjalmar Schacht, Kénigsberger Rede: Rede des Reichsbankprésidenten und 
Beauftragten Reichswirtschaftsministers Dr. Hjalmar Schacht auf der deutschen 
Ostmesse (Berlin, Reichsbank, 1935), passim; Neue Ziiricher Nachrichten, Aug. 
21, 1935; Muhlen, Der Zauberer, pp. 170-1. 

12 Schacht, Abrechnung mit Hitler, p. 88. 

18° IMT, Doc. EC-293, XXXVI, p. 291; Schacht, Abrechnung mit Hitler, p. 89. 
14 Schacht statement Sept. 23, 1935, IMT, Doc. EC-450, XXXVI, pp. 528-9. 
15 Affidavit of Reichsbank Director Ernst Hulse, IMT, Doc. Schacht-37 (c), XLI, 
pp. 292-4. 
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could prevent any such occurrence.'* He had taken certain precautions 
from the very beginning in order to prevent the situation from getting 
out of hand. His financial policy was so established as to act as an 
automatic brake on excessive armaments. After a period of five years 
the Reich would have to begin honoring the Mefo Bills, and the re- 
quisite sums would have to be provided for in the budget. Thus they 
would not be available for expenditure elsewhere, for example, on 
armaments.’? Still it was not until 1936 that Schacht developed his 
first doubts about overdoing German economic and financial strength 
and began to advocate a limitation of the rearmament program.*® 
According to the statement of the judges at Nuremberg: 
Had the policies advocated by him been put into effect, Germany would 
not have been prepared for a general European war. Insistence on his 
policies led to his eventual dismissal from all positions of economic signifi- 
cance in Germany.1® 
Schacht’s fears concerning excessive rearmament did not develop over- 
night but rather as a culminating process. His concern on this score 
led him to discussions with Blomberg and Schwerin von Krosigk, 
Reich Finance Minister, and the various other individuals concerned. 
When the doubt had crystallized in his mind he believed himself 
competent to check Hitler in the economic field by continuing to 
hold his portfolio in the Ministry of Economics.?° 

Schacht’s first attempt to retard the rearmament program was an 
effort to influence Hitler, but he found that such overtures only 
diminished his own prestige with the Fihrer. He then tried to acquire 
some allies in the civic ministries and among the generals. When this 
effort failed he sought to win Géring to his point of view but again 
with no success.?! General Georg Thomas of the OKW, in an affidavit 
for the defense at the Nuremberg trials, stated that until 1936 Schacht 
undoubtedly promoted rearmament by providing the necessary means. 
But beginning in that year he seized every opportunity to influence 
Blomberg to reduce the tempo and extent of rearmament. He argued 
that the risk to the currency was too great and that continued rearm- 


16 IMT, Doc. EC-458, XXXVI, p. 537; Doc. Schacht-37 (c), XLI, pp. 294-6; 
Doc. Schacht-38, XLI, pp. 296-8. 

17 Schacht, Abrechnung mit Hitler, p. 55; Reichsbank Director Puhl, Doc. EC- 
436, XXXVI, pp. 513-4. 

18 Affidavit of General Georg Thomas, IMT, Schacht-38, XLI, pp. 296-8. 

19 IMT, I, p. 309. 

20 IMT, XIII, p. 59; XII, pp. 190-3, 207. 

21° IMT, XII, p. 59. 
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ament would result in shortages of vital consumer goods. Further he 
pointed out the danger of excessive military preparations to Germany's 
international position. To both Blomberg and Thomas he repeatedly 
urged that on no account must rearmament be allowed to lead to a 
new war. He threatened Blomberg in 1936 and again in 1987 that if 
something were not done he would resign.” 

Schacht’s term as Reichsbank President expired in March, 1937, and 
Hitler intended to reappoint him for another four years. Schacht 
refused to accept the appointment unless Hitler allowed him to stop 
the Reichsbank credits. During the years 1934-36 the Reichsbank had 
bought industrial bills guaranteed by the Reich in amounts totaling 
9 billion Reichsmarks for the three years. Schacht’s request to be 
allowed to resign was based on the Fithrer’s refusal to stop the pur- 
chase of these bills.23 Hitler sent Hans Lammers, Chief of the Reich 
Chancellory, to persuade Schacht to reconsider. Lammers reported 


that he 


made several personal visits to Schacht, but he refused to withdraw his 
application for resignation; and he gave as his reason the fact that he could 
not approve any longer the Fihrer’s credit policy and that he was afraid 
of inflation and would have to protect the German nation from that.?4 
Hitler and Schacht bickered a great deal over the matter, the former 
arguing that he could not suddenly stop the credits. Schacht com- 
promised by agreeing to buy another 3 billion marks of the bills and 
Hitler appointed him for one year only.2> It was understood that if 
Hitler wanted bill purchases continued beyond another year Schacht’s 
resignation would then be accepted. During 1937 Schacht arranged 
with the Finance Minister and the army that the purchases would 
stop and after March, 1938, the Reichsbank did not contribute a 
Pfennig to armaments until Schacht’s dismissal.?* 

Schacht’s second tilt with Hitler over the matter of resignation was 
a result of Géring’s mining decree issued late in July, 1937, the subject 
of which fell exclusively under the competence of the Minister of 
Economics. Goring had failed to consult Schacht before issuing the 
regulation. Schacht went to Hitler and demanded his resignation 


22, IMT, Doc. Schacht-38, XLI, pp. 296-8. 

23° IMT, Doc. 3724-PS, XXXII, p. 533. 

24 Testimony of Hans Lammers, IMT, XI, p. 70. 

25 IMT, Doc. EC-438, XXXVI, pp. 518-20. 

26 IMT, Doc. 3724-PS, XXXII, p. 533; IMT, Doc. Schacht-7, XLI, p. 249; see 
also testimony of General Alfred Jodl, IMT, XV, p. 426. 
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saying that the responsibility and authority must go-together.?” One 
of the high ranking Nazis testified at the Nuremberg trials that he 
heard the two men engaged in a quarrel. Hitler’s voice grew louder 
and louder. At the end of the bout Hitler went out on the terrace 
visibly excited and told the people about him that he could not col- 
laborate with Schacht. The economy-minded Minister's finance 
methods, complained Hitler, were about to upset his plans.?* Schacht 
reported that 


the more Hitler recognized in me his deliberate opponent the colder and 
more hostile he became. He regarded me as an obstacle in his way, a 
stumbling-block to his extravagant expenditure, his reckless exploitation of 
Germany’s resources, his uneconomic production, his excessive armaments 
and his flouting of the feelings and interests of all neighboring peoples. 
From the beginning I had been an object of suspicion to the party as a 
Democrat, a Freemason and a publicly confessed Christian. In the first 
years of his Chancellorship Hitler had defended me against all such attacks 
made on me by the party. Now that had altered. Wider party circles be- 
gan to be aware of my direct opposition to Hitler's plans and his growing 
annoyance at it. I now began to be generally regarded as an enemy of the 
party.?9 
It took Schacht three months to complete his resignation. In the 
meantime he constantly needled the Nazis, speaking against their 
policy and German military activity. After one such speech before 
100 top-ranking National Socialists he told the American ambassador 
that his position was very critical and that he did not know what 
would eventuate. The Nazis resented Schacht’s criticisms but were 
afraid to say anything in his presence.*° 

When Schacht discovered that Hitler would neither release him nor 
allow him to formulate his own policies, he went on leave of absence 
from the Ministry of Economics on September 5. This may have forced 
Hitler to grant the resignation,*! although Lammers said that Schacht’s 


*7 Schacht, Abrechnung mit Hitler, pp. 100-1. The decree is published in Der 
Vierjahresplan, I (Aug., 1937), p. 487. 

28 Albert Speer testimony, IMT, XVI, p. 224. 
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30 William E. Jr. and Martha Dodd, eds., Ambassador Dodd’s Diary (New 
York, Harcourt, 1941), p. 395; see also p. 385 of this diary: “Schacht once sarcas- 
tically said in the presence of a number of Nazi officials that ‘money does not 
have to be gotten now; we only issue paper and keep it circulating rapidly, 
thereby maintaining people at work. That is all.’” 
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letter to Goring on August 5, 1937 caused Schacht’s dismissal.®? 

As president of the Reichsbank Schacht still wielded tremendous 
influence, since the Reichsbank directed and controlled much of the 
financing of private business. He still exercised a certain amount of 
economic control after he was no longer Minister of Economics be- 
cause the Reichsbank was such a central agency in the German 
economy.** In fact, Schacht’s influence in one vital respect reached a 
maximum in 1938, when as a condition of his remaining Reichsbank 
president, he forced discontinuance of the use of renewable bills of 
exchange which entered into the secret debt of the Reich. He sub- 
stituted for these, at the rate of over 2 billion marks per month, public 
works bills having a maturity of six months, non-renewable, and not 
discountable by the Reichsbank. Schacht’s intention was to force the 
rearmament and city beautification programs to adapt themselves to 
the financial strength of the Reich, rather than the other way around, 
which had been the case up to that time.*4 Schacht proclaimed a new 
financial policy, officially justified by the argument that German 
industrial output had reached its full capacity, and further expansion 
of short term public credit threatened to result in dangerous infla- 
tionary strains.3> In the future, resources for financing public expend- 
itures were to be derived from taxation and long term borrowing. The 
“anti-expansionist” feature of the new paper, such as fixed maturity, 
withdrawal of the rediscount privilege, and the centralization of issue, 
were interpreted at the time to be a significant victory for Schacht as 
opposed to the “deficit spending” wing of the Nazi financial high 
command.** Thus Mefo financing was stopped on April 1, 1938 and 
the importance of Schacht’s financial arrangement became evident. 
They would have frustrated Hitler’s plans but for the fact that he now 
felt he could do without Schacht’s services and threw the entire policy 
overboard.*? However, with Goring as Commissioner of the Four Year 


32 IMT, XI, p. 70; NCA, Doc. EC-497, VII, p. 571. 

33 V_ “Destruction of Capitalism in Germany”, Foreign Affairs, 15 (July, 1937), 
p. 603. 

24 Ulrich Thiiraug, ed., Schulthess’ Europiéischer Geschichtskalender, neue Folge, 
1938 (Miinchen, Beck, 1939), p. 56; Frankfurter Zeitung, March 12, 1938; 
Kenyon E. Poole, German Financial Policies, 1932-1939 (Cambridge, Harvard 
University Press, 1939), p. 145; Schacht, Abrechnung mit Hitler, pp. 108-9. 

35 John C. de Wilde, “Germany’s Controlled Economy”, Foreign Policy Reports, 
XIV (March 1, 1939), p. 303. 

36 Samuel Lurie, Private Investment in a Controlled Economy (New York, 
Columbia University Press, 1947), pp. 31-2. 

87 Schacht, Abrechnung mit Hitler, p. 55. 


168 ECONOMIST BECOME POLITICIAN 


Plan, Funk as Minister of Economics, and with the Jine of financial 
authority extending from Funk down through a sort of “economic 
general staff”, it was to be anticipated then that Schacht’s victory 
could not be permanent.%* As early as the summer of 1938 there was 
some discussion of removing Schacht’s limitations on the six month’s 


public works bills. 


On the whole, the trend after the spring of 1938 was toward a resumption 
of the policy of ample credit creation which was given a check by the 
temporary augmentation of authority enjoyed by Schacht when the prob- 
lem of renewing his services as head of the Reichsbank was under con- 
sideration.3® 


The first blow to Schacht’s policy came with the annexation of the 
Sudetenland and Austria. In subsequent public speeches the stress 
was “on the possibilities of rationalization of industry. The recall of 
Germans abroad, the introduction into Germany of foreign labor, the 
encouragement of those over 65 years to remain in industry, the reduc- 
tion of the term of apprenticeship, and the increased employment of 
women’. 

On October 14, 1938, Goring called a conference and announced 
that he had just received an order from Hitler to increase armaments 
to an abnormal extent. He said that the time had come for private 
enterprise to show whether it had the right to continued existence. If 
it failed he intended to go over to State enterprise without any regard 
for the wishes of private industry. The meeting was surprisingly closed 
by Goring without recording the minutes or making decisions.‘ 

Shortly thereafter the Reichsbank Directorate inquired of the 
Finance Minister concerning the approaching maturity year for the 
first Mefo Bills. They learned that he was not in a position to redeem 
the bills as guaranteed by the Reich. Instead he intended to provide 
the Reichsbank with the Reich’s promissory notes. To Schacht “this 
was monstrous’ .*” 


The obligation of the Reich to redeem the bills was to be dishonoured, not 
because the Reich was unable to pay, but because it preferred to spend its 


38 See the Goring decree reorganizing the Ministry of Economics, Feb. 5, 1938, 
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money on other things, in particular on armaments. This was not incompe- 
tence or even culpable negligence; it was malicious fraud.43 

At Berchtesgaden on January 2, 1939, Hitler told Schacht that he had 
found a way to finance his budgetary requirements beyond the tradi- 
tional means. Schacht thought this would be difficult because, when 
the Finance Minister collected the first payment of the so-called 
Jewish Atonement Fine in December, 1938,‘ the first installment of 
250,000,000 marks had not been paid in cash, but an amount of 
80,000,000 marks had had to be accepted in kind. Hitler answered 
that against such real values one could issue banknotes. Thus Schacht 
learned that Hitler again wanted the Reichsbank to increase note 
circulation. Hitler promised to discuss the matter with the Finance 
Minister and Schacht in Berlin in the next few days, and Schacht 
promised a Reichsbank memorandum on the subject which could act 
as a basis for the discussion.*® 

This strongly worded memorandum was issued January 7 and was 

signed by the entire Reichsbank Directorate. It summed up the eco- 
nomic and financial situation in Germany and the objections of the 
Reichsbank to the policies of the Reich. It ended with the following 
requests: 
(1) The Reich as well as all the other public offices must not incur expendi- 
tures or assume guaranties and obligations that can not be covered by taxes 
or by those funds which can be raised through loans without disturbing 
the long term investment market. 

(2) In order to carry out these measures ileal full financial control 
over all public expenditures must be restored to the Reich Minister of 
Finance. 

(3)The price and wage control must be rendered effective. The existing 
mismanagement must be eliminated. 

(4) The use of the money and investment market must be at the sole 
discretion of the Reichsbank.*¢ 
Hitler dismissed Schacht from the Reichsbank on January 20.47 

Several reasons have been advanced for Schacht’s dismissal in 
1939. Géring explained it by Schacht’s refusal to make the customary 
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advance to the Finance Minister at the end of the month. Schacht 
told the Minister of Finance to declare the Reich bankrupt. Krosigk 
raised the money on his own negotiation, but thus proved to Hitler 
that Schacht was being obstructive.‘* Krosigk agreed with Goring on 
the incident but said that he did not know if this were the real reason 
for Schacht’s resignation. Schacht had told him he was refusing to 
grant the requested advance because he wanted to make clear to 
Hitler that the Reich was bankrupt. Funk told Hitler who called 
Schacht for a conference and the result was Schacht’s dismissal. 
Krosigk reported that Schacht had expressed himself as wanting to 
resign because he was in opposition to the continuation of the rearm- 
ament program.’ 

Johannes Steel, in the introduction to a biography of Schacht, said 
that the immediate reason for Schacht’s dismissal was his suggestion 
that a plan be worked out for the settlement of the Jewish refugee 
question without forcing the payment of ranson.5° Schacht had visited 
Montagu Norman, Governor of the Bank of England, from December 
14 to 17, 1988. There he had met with representatives of the Inter- 
governmental Committee for Refugees. He told them that he passed 
no judgment on events in Germany but reviewed the facts as he found 
them. The Jews had no future in Germany; they would be badly 
treated and driven out. On the grounds of humanity he had a scheme 
of his own to provide for their emigration. He proposed that 50,000 
Jewish wage earners leave with their dependents each year for three 
years. Each family would receive the equivalent of 10,000 gold marks 
to be provided from the balance of Jewish property in Germany. 
Instead of a direct payment this sum would go into a trust fund in 
Germany and serve as a guarantee for an external loan from world 
Jewry. The individual refugee would receive the equivalent of 10,000 
Reichsmarks gold in foreign currency from the external loan fund 
which would be reimbursed from proceeds of exports of German 
commodities. The German manufacturers would then be paid from 
the trust fund. The essence of the scheme was that no foreign ex- 
change would be released by Germany for emigration and emigration 
would increase purchase of German goods. He could see no alternative 
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which the German government would accept. The representatives of 
the committee were favorable and one of them visited Schacht in 
Germany from January 10 to 22, 1939, where the organization of the 
program was discussed until Schacht’s dismissal on January 20.5! 

According to Steel, Hitler was convinced by Walther Funk, who 
was to succeed Schacht as Reichsbank President, that Germany 
should have the money to be obtained from a ransom plan. Therefore 
Hitler dismissed Schacht and replaced him with a man who could get 
the money.*? The evidence indicates that this conclusion is erroneous. 
A former member of the Reichsbank Directorate stated in an affidavit 
that the memorandum demanding Reichsbank controls enabled 
Schacht to achieve his dismissal.5* Hitler reproached Schacht for his 
failure to assist in the expanded rearmament program. Lammers 
testified that he wrote Schacht a plain letter of thanks, but Hitler 
inserted the sentence, “Your name above all, will always be connected 
with the first epoch of the national rearmament”.™4 

Hitler released the Reichsbank’s Vice-President as well as the 
Governor responsible for dealing with the Reich’s finances at the same 
time that he dismissed Schacht. Since their signatures had appeared 
with that of Schacht on the memorandum and since neither of them 
was even partially responsible for Schacht’s suggestion concerning the 
Jewish refugees, it is difficult te reconcile their dismissal to any other 
cause than the memorandum. 

At the same time that Hitler dismissed Schacht he issued a decree 
which abolished the independence of the Reichsbank and made its 
president a mere cashier for the credit demands of the Reich. There- 
after Hitler decided what credits the Reichsbank had to give the 
State. With the proclamation of the decree abolishing the collegial 
constitution of the Reichsbank three more of the directors asked for 
and received their dismissals. Only two remained and they had been 
members of the Nazi Party for several years.** 

One observer cogently summarized the struggle between Schacht 
and the Nazis: 
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The greatest issue in German economy has been whether the Third Reich, 
having obtained its pan-German.aims and having reached capacity produc- 
tion and employment, should now return to a certain degree of normalcy, 
and while consolidating its gains stay within its normal economic limits 
and possibilities, or whether it should continue to expand and speed up 
production, of which armament is a part, at super-normal pace, which 
means either risking financial stability or further expansion of State econ- 
omy and State control -- or both. Dr. Schacht’s removal signifies that the 
decision has been for the latter.57 


Another writer said that 


in 1923 he proclaimed that what was not economically possible cannot be 
accomplished by any monetary magic. In 1933 it was the other facet of the 
truth which needed emphasis: that if a thing is economically possible, fi- 
nancial means for carrying it out can be found. In that sign Herr Hitler 
has conquered. But for a year or more Dr. Schacht has been pointing out, 
with growing insistence, that conditions have returned to 1923 and that to 
pursue any further the financial policies that served their purpose five 
years ago is to set the financial machine a task it cannot possibly solve.58 
Goring completed his arrangements concerning the economic control 
of Germany on August 30, 1939. At that time the Ministerial Council 
for the Defense of the Reich was created to cope with problems 
arising out of the rivalry and conflict among the three most powerful 
economic agencies: the Department of Economics, the Office of the 
Four Year Plan, and the War Economy Division of the Supreme 
Command of the Army. Goring was its chairman.*® The seal was set 
on Schacht’s ambition to control the German economy. Political op- 
position was his sole alternative, if he was to find a channel for his 
intense desire to have a hand in the fate of the Fatherland. 

Schacht’s role in the conspiracy against Hitler and the National 
Socialists has been a source of considerable controversy. Even those 
closest to him cannot agree on the part he played in the opposition 
movement. Their evaluations are so colored by personal feelings and 
prejudices that it is almost impossible to form an accurate judgment. 

Schacht’s associations with the conspirators began in 1935 when he 
thought it was only the Gestapo which must be eliminated. He main- 
tained connections with the plotters through 1936 and 1937 in order 
to help control the more radical elements of the party.® Only during 
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the development of the Fritsch crisis in the early months of 1938 was 
Schacht transformed from a follower, and to some extent an admirer, 
of Hitler to a covert enemy. Schacht had thought of Fritsch as a 
strong man who could be trusted to keep radicalism within bounds.®! 
When the crisis ended on February 4, 1938, with a complete realign- 
ment of top officials not only in the army but also in the Foreign 
Ministry, Schacht knew he had put his money on the wrong horse.® 
During the development of the Fritsch crisis Schacht began taking 
an active part in the opposition. He assisted in trying to convince the 
leading admirals and generals that they must act. He helped plan a 
revolt which was to take place during the court martial of Fritsch, 
but the court sat for only a few hours. It was adjourned under very 
startling circumstances, for on that day the German troops marched 
into Austria. By the time the court reconvened, Hitler’s victory was 
complete. Although Fritsch was acquitted, the generals would no 
longer take the responsibility for a revolt because of the changed 
psychological atmosphere created by the annexation of Austria. 
For years Hitler had claimed that all he wanted was an army strong 
enough to command respect and thereby to win a pacific revision of 
the Versailles Treaty. This could no longer be maintained after an 
Anschluss achieved by force of arms. General Ludwig Beck, Chief of 
the German General Staff, voluntarily resigned his post after the 
change in 1938 and the Austrian coup. He was replaced by General 
Franz Halder who refused to discuss a revolt with anyone but Schacht 
on the basis that the others were too suspect, while he could always 
find official reasons for discussions with the Reichsbank president. 
Halder visited Schacht in his home and a coup was planned for 
September, after Hitler returned from the Party Congress. It failed 
to materialize because Hitler went to Berchtesgaden before returning 
to Berlin and the conspirators learned that Chamberlain was to visit 
him there. They later learned that Hitler planned to propose un- 
acceptable conditions to Chamberlain and decided that Hitler's return 
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to Berlin would be the signal for the Putsch. The action was scheduled 
for September 28 but at the crucial moment when the orders were to 
be given to start the revolt word came that the British Prime Minister 
and the French Premier would meet Hitler in Munich the following 
day. Halder thereupon rescinded the order. 

Despite Munich the conspirators did not give up. In December 
they learned that Hitler was planning to march into Prague and in- 
corporate the rest of Czechoslovakia into Germany. Schacht advocated 
Hitler’s immediate arrest and a coup d état to save the peace. Finally 
Halder promised to act if war were declared but there was no dec- 
laration.** 

Immediately after the occupation of Prague, Schacht and two of 
the other conspirators met in Switzerland with intermediaries of the 
French and British governments. They sent these two governments 
word that in the autumn at the latest the fight for Danzig would start. 
They warned that Hitler not only wanted all of Poland but also the 
Ukraine. This report was found in Daladier’s secret files by the 
Abwehr after the occupation of Paris.* 

While Schacht was in Switzerland he had two long conversations 
with Montagu Norman in which he described conditions inside 
Germany. Norman reported this to Chamberlain who sent a message 
to the conspirators that since Schacht was politically without influ- 
ence, negotiations must be continued with Hitler. Concerning this 
reply one of the plotters said, 
we, of course, knew perfectly well that Schacht ... was without influence. 
... It must be noted that the British were not simply rejecting Schacht as 
a person; ... others were treated as coolly. In fact they were not even 
honored by an official reply.88 
As September, 1939 approached and war became more imminent the 
conspirators again prepared for action. Schacht assisted in planning 
a revolt which was to take place in the brief time between Hitler’s 
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final order to march and the first exchange of shots. However, Hitler 
gave the order for the conquest of Poland on 12 hours notice. The 
conspirators then decided to act after the first defeat and the Allied 
bombing of the Ruhr. There was no defeat and the Ruhr was bom- 
barded with leaflets.® 

During the war the conspirators found it more difficult to continue 
their operations and Schacht was no longer in a position to take as 
active a part as he had while still in office.” In October, 1939, he 
wrote to a friend in the United States asking him to urge President 
Roosevelt to initiate as soon as possible discussions for a just and 
lasting peace. Schacht’s idea was that he be invited to America for a 
lecture tour as a pretext for discussions on the subject of peace. He 
wrote that “my feeling is that the earlier discussions be opened, the 
easier it will be to influence the development of certain existing con- 
ditions in Germany”.71 The State Department made clear to Schacht 
that he would under no circumstances be officially received in 
Washington.” 

In 1941 he made application for resignation as Minister without 
Portfolio because he had been forbidden to listen to foreign broad- 
casts. When this was refused he submitted a memorandum in which 
he advocated immediate peace negotiations. Hitler read it but refused 
to reply. Schacht tried again in 1942 but Hitler ordered him to refrain 
from submitting any further memoranda.” 

Lammers reported that the immediate reason for Schacht’s dismissal 
on January 22, 1943, was Schacht’s criticism of the conduct of the war 
and advocacy of peace. Lammers said that Hitler was very violent and 
ordered Schacht told that in view of his “general attitude during the 
fateful struggle of the German nation” Hitler had decided to dismiss 
him from office as Reich Minister.”* Hitler thus indicated that he was 
blaming Schacht for his attitude from the very beginning. 

The testimony at the trials showed that Schacht’s arrest on July 23, 
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1944 was based as much on Hitler’s enmity toward Schacht growing 
out of his attitude before the war as it was on suspicion of complicity 
in the bomb plot, although the latter was the reason given by Hitler 
in charging Schacht with high treason.” Hitler said after the July 20 
attempt on his life that Schacht as an opponent of the authoritarian 
system should be arrested. He spoke harshly of Schacht’s activities 
and of the difficulties which he himself had experienced through 
Schacht’s oppositional activity before the war. One of his listeners 
testified that “after the harshness of these remarks, I was surprised to 
meet Schacht here alive”.7* One of the high ranking officers in the 
Gestapo testified that Schacht was known to be inimical to the party 
at least since 1937 and that this was primarily the reason for his 
arrest.77 

Beyond the simple facts of Schacht’s participation in the conspiracy 
there is little concurrence of opinion concerning his position. The 
evaluations range from testimony that he was one of the central 
figures in the leadership”® to discussions of his “casual excursions into 
the field of anti-Hitler intrigue”. The author of this quotation ad- 
mitted, however, that Schacht was a party to most of the attempts at 
a Putsch throughout the struggle.®° Another writer said that 
he was certainly very active in opposition since 1936, increasingly so after 
his dismissal in January, 1939; a top figure so far as intelligence and 
contacts are concerned. But a marked record of ambition, vanity, and op- 
portunism prevented his being admitted to full partnership. He was not 
scheduled for a place in the shadow government.®! 
Ulrich von Hassell, who kept a diary in which he recorded the activi- 
ties of the conspirators, indicated that the group was quite often split 
in its views of Schacht. Hassell was not always constant in his own 
opinions. At one time he described Schacht as “self-centered and 
hence liable to act precipitately — and in the process his principles 
fall by the wayside”. At other times he accepted Schacht into full 
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membership in the conspiracy and admitted that others of the plotters 
wished to include Schacht in the inner circle. 

Dr. Erich Kordt, a central figure in the anti-Nazi opposition, was 
interviewed by State Department officials on December 15 and 16, 
1945. Concerning Schacht, he was paraphrased as follows: 


While Kordt admitted that Schacht played a prominent role in the opposi- 
tion since 1938, he himself avoided contact with him because of Schacht’s 
notorious indiscretion. Kordt noted that in the early period of the Nazi 
regime Schacht certainly was somewhat under Hitler’s spell although he 
apparently felt confident that he would be able to manage him. Kordt 
explained Schacht’s turning against Hitler in 1938 as being due to three 
factors: (1) his final conclusion that the Nazi’s could not be controlled; 
(2) his own eclipse in the political firmament; and (3) his feeling that the 
current policies were driving Germany towards catastrophe.® 


No doubt Schacht was not one of the key conspirators, partially 
because they refused to accept him. However, he did work actively 


and consistently with the conspirators from the Fritsch crisis in early 
1938 until his arrest on July 23, 1944. 


8 Jbid., p. 60. 

84 Manuscript in Hoover Library, Stanford, California: General Records of the 
Department of State, Record Group 59 “Reports on Interrogations of German 
Prisoners-of-War, made by Members of the Department of State Special Inter- 
rogation Mission (September, 1945 to September, 1946), headed by DeWitt C 
Poole”, pp. 12-13. 


CONCLUSION 


Schacht entered public life when his country was at the very nadir of 
international prestige and when the domestic outlook was truly 
tenebrous. Because of his association with the forces of economic 
recovery he acquired a solid reputation as a man who could be 
expected to prevent such disaster from again striking the German 
people. He cooperated with the foreign powers and the Reparation 
Commission in rebuilding the economic life of Germany while at the 
same time making every practicable effort to get more favorable con- 
ditions for his country. He was in large measure responsible for the 
economic recovery between 1924 and 1929, and during that time he 
cooperated fully with his government. 

It was only during the course of 1929 that he began to move toward 
opposition to the established government. This in no way meant that 
at that time he wished to destroy the Republic. He did feel that his 
government was not doing all it could to improve conditions. He 
believed that because the former enemy powers were engrossed in 
their own economic difficulties and could no longer present a united 
front, it was safe to make greater demands of them if Germany took 
advantage of the situation by reform at home and forcing every 
possible concession. 

Schacht went to Paris in 1929 with the intention of replacing the 
Dawes Plan with a reparation settlement much more beneficial to 
Germany. When that had been achieved in the Young Plan he wished 
to use the new settlement and the world depression as weapons to 
gain more concessions for Germany. His resignation from office in 
March 1930 was the result of differences with the government arising 
from its failure to reform the finances and then to demand greater 
consideration from Germany’s creditors. 

From the time of his resignation he constantly strove to prove to 
every listener he could get that Germany could no longer afford to 
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pay reparations. He used his new leisure to travel throughout Europe 
and the United States with the message of Germany’s inability to pay. 
It was during this period that he began to express a belief that a 
government oriented more to the right in German politics would be 
better able to cope with the foreign powers on reparations and trade. 
Schacht actually changed his basic beliefs very little from 1923 to 
1933. As the powers became more involved in their own economic 
problems in 1931 and 1932 he realized that a strong government based 
on a broad national movement could use the existing conditions to 
regain German sovereignty and equality as a world power. 

Schacht’s first personal contacts with the National Socialists took 
place in December 1930, and he very rapidly moved toward a position 
similar to theirs, though he avoided exclusive ties with any specific 
group. That his views were favorable to Hitler is indicated by his 
suggestion to Briining in the spring of 1931 that the Nazis be taken 
into a coalition government, although Schacht never publicly sup- 
ported Hitler’s chancellorship until after the big election victory of 
the Nazis in July, 1932. From that time forward he insisted on Hitler’s 
chancellorship and for the first time entered into correspondence with 
Hitler, although there is no evidence that he entered into the intrigues 
by which the chancellorship was assured. After Hitler was appointed 
Chancellor, Schacht assisted in financing the election campaign of 
the coalition parties with the obvious knowledge = he was helping 
to perpetuate Hitler’s power. 

When Hitler offered Schacht his old position of Reichsbank Pre- 
sident in 1933 the latter was ready to lend full cooperation to the Nazi 
experiment. His record as a conservative banker and reputation as 
the financial wizard who was responsible for saving the currency 
under the Weimar Republic were useful to Hitler, who wanted to 
impress foreign capital and use Schacht as a bulwark against radi- 
calism in the early years of the regime. Schacht could be counted on 
to keep a tight checkrein on the currency, and his presence in the 
government would allay the fears of conservatives concerning the 
monetary policy of the National Socialists. 

As Schacht proved his ability and willingness to serve the Third 
Reich, his power was augmented so that by May, 1935, he was made 
Plenipotentiary General for War Economy. At this point he was liter- 
ally the economic dictator of Germany. In this capacity Schacht was 
responsible for solving the unemployment problem and _ bringing 
German industry to full production. He provided the funds for the 
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initial program of rearmament by introducing novel but effective 
financial techniques. Under his aegis German business achieved a 
position by the summer of 1936 from which it could begin its re- 
conquest of world markets. 

Schacht began his efforts in that year to retrench, to consolidate the 
gains made, and to force the rearmament program and public spend- 
ing of the Nazis to conform to a budget. He redoubled his efforts to 
subordinate National Socialist political practices to economic reality. 
The Nazis were diametrically opposed to this view, insisting on the 
primacy of politics over economics. They fought Schacht’s attempts 
to return to orthodox capitalism. He insisted that it would be impos- 
sible for Germany to experience permanent recovery without a return 
to private enterprise. Despite his belief that the early expansion of 
government expenditures prevented disaster for a time, he tried to 
convince the Nazis that further expansion would result in inflation. 
The German economy was approaching the saturation point in the 
employment of existing resources. Nevertheless, just at the time when 
Schacht thought a return to orthodox practices feasible, the Nazis 
inaugurated the Four Year Plan of autarchy and a greatly expanded 
program of rearmament. 

Goring, as Commissioner of the Plan, rapidly built up a staff of 
economic experts which he used to undermine Schacht’s activities. 
The two men soon became embroiled in jurisdictional conflicts arising 
from differences in economic policy. Schacht objected to autarchy in 
principle on the ground that it would lower the living standard of the 
people. There was also a grave danger to the economy in that 
Germany could acquire goods from the world market for considerably 
less than she could produce Ersatz. 

Goring immediately intensified and expanded the program of public 
expenditure and rearmament. He increased regimentation of labor 
and control of industry. Under Schacht’s economic and financial 
leadership private industry had been reestablished and brought to 
capacity production by use of public credits. Now Géring insisted 
that private capital be used for the benefit of public requirements. 
Most of the financing of the Four Year Plan was done by industry 
itself. 

The basis of the Goéring-Schacht struggle lies in the fact that the 
Nazis tried to keep Schacht in his positions of responsibility without 
allowing him a hand in policy formulation. He was determined that 
he would control economic policy, and made every effort to maintain 
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his position of authority. The importance of the struggle is heightened 
by the fact that Schacht’s power derived from an alliance with the 
General Staff of the Reichswehr and the support of business circles 
not only in Germany but throughout the world. He was invaluable so 
long as Germany wished to impress foreign capital. Géring’s strength, 
on the other hand, grew out of his position high in the ranks of the 
Party. He held many of the highest posts in the organization, including 
that of Successor-Designate to Hitler. 

Schacht fought Goring’s encroachment until he learned that the 
Fiihrer was supporting the administrator of the Four Year Plan and 
then forced a decision. Hitler tried for compromise, since Schacht’s 
name was still valuable to the Nazi cause, but Schacht was determined 
either to exercise control or refuse responsibility. 

In his position of Reichsbank President Schacht still tried to limit 
the rearmament program. He feared that the economy would break 
under the strain, and that excessive rearmament would plunge Ger- 
many into war. In the spring of 1938 he succeeded in stopping all 
Reichsbank credits in an effort to force the Nazis to a more con- 
servative policy. When he finally saw the impossibility of halting the 
ruinous policies of the National Socialists, he forced the resignation 
from the Reichsbank. 

Any evaluation of Hjalmar Schacht must ultimately be a moral 
judgment. The strong sentiment against him stems from our indoctri- 
nation during the war years, not only because of the war and the 
German atrocities, but especially because those who fled Germany 
wrote so violently against him. Many of his destructive critics are 
themselves guilty in large measure for Hitler’s accession to power. 
Hitler did not rise to power on a nefarious plot by the army and big 
business. He achieved dictatorship through the abdication of re- 
sponsibility by Germany’s political leaders, many of them among the 
early emigres who wrote so bitterly of their own countrymen who did 
not leave. What is the moral responsibility in such a situation? Is the 
hero the man who flies to a neutral country and safety and earns his 
bread by attacking those who stay and fight for their principles? 

Schacht was above all a thoroughly trained and highly successful 
economist. He was a supreme egoist, whose paternalism should not 
be confused with the elitest philosophy of the Nazis. He supported 
Hitler because he believed the situation demanded a strong govern- 
ment resting on mass support but not mass-directed. The Weimar 
Government failed to realize the unique possibilities for improving 
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Germany’s situation. Schacht’s nationalsm combined with a belief in 
the primacy of economics over politics and led him ‘into support of 
the Nazis. He supported Hitler so long as he could advance his own 
ideas and principles. When that was no longer possible, he still re- 
mained, but now in direct opposition. 

Schacht failed to accomplish his goal by economic methods. From 
the beginning of 1938 he turned more and more to the use of political 
methods to gain his ends. He realized during the Fritsch crisis in the 
spring of 1938 that Hitler was forcing Germany into the path of 
ultimate destruction. He joined conspiratorial forces against the 
Fiihrer and worked actively to bring about Hitler’s overthrow. He 
first advocated a revolt by the army, but when plans for such action 
failed of realization he advocated either Hitler’s arrest or death. 
Schacht was not one of the leaders of the conspiracy, although he did 
much of the planning and made several valuable contacts for that 
group. His record as a political turncoat militated against full accept- 
ance by those leaders who had stood against Nazism from the very 
beginning. 

In summary, Schacht did all he could to exercise a restraining in- 
fluence on the National Socialists. His opposition manifested itself 
primarily on the economic and financial levels, necessarily so since it 
was his reputation as a financial expert that had brought him into the 
ruling circles of Nazism in the first instance. Yet at times Schacht 
used his key economic position to attempt the sabotage of certain 
political objectives of the regime. As he gradually lost control in the 
economic and financial spheres, due largely to Goring’s ambition and 
his own insistence on orthodox practices, his ultimate political inten- 
tions became clear. His German nationalism was obvious. It was not 
the expansionist and aggressive nationalism of Nazism, but a patri- 
otism which aimed at restoring Germany to a position of equality in 
the family of nations. Because he believed this objective inadequately 
served by the Weimar Republic he assisted at its obsequies, and until 
1936 lent his talents to German domestic recovery. It was only when 
the Nazis revealed their intention of rearming beyond the needs of 
self-defense and self-respect, necessary for normal German interna- 
tional economic relations, that Schacht resolved on deliberate opposi- 
tion, convinced that Hitlerism led to economic collapse and political 
destruction. 

After losing all effective economic control Schacht’s oppositionist 
activity became purely political. He was unable to assume an effective 
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role in this area because he held no key position in the governmental 
hierarchy. Also, the conspirators would not accept him without re- 
servation. Schacht’s earlier intimacy with the Nazi leadership during 
his tenure as Hitler's financial henchman made him suspect. To the 
extent that he could, Schacht waged his personal war on Hitlerism 
until his arrest after July 20, 1944. His political opposition was perhaps 
the expression of a colossal ego hurt by Hitler's decision to dispense 
with his expert services. The present writer prefers to conclude that 
it was rather the only course of action left open to a man who, 
through close acquaintance with Nazi government in operation, saw 
clearly the essential extremism in the Hitler movement. 


CODA 


In August of 1965 I visited Schacht in Munich. He was eighty-eight 
years old. My first impression was one of amazement at his continued 
vitality. With his arrest by Hitler for treason on July 23, 1944, Schacht 
began nearly seven years of concentration camps, prisons, trials, sen- 
tences to hard labor, and acquittals which led only to the next prison 
and trial. It was not until 1951 that he was finally released from the 
last German denazification trial. He was by that time seventy-three 
years old, and the years of troubles had left him without resources 
except for his knowledge and his ability to work. Nevertheless he had 
a wife and a young family to provide for. 

Even during the last confusing years of German trials, Schacht had 
managed in interim periods to write. His Abrechnung mit Hitler 
appeared in 1948; Mehr Geld, Mehr Kapital, Mehr Arbeit was pub- 
lished in 1950. These sold well and probably contributed to the 
decision of various governments to ask his advice concerning economic 
matters. Now that he was free to move about again, the economist 
known for so long as a Wizard was expected to perform further 
miracles. Schacht’s initial venture into the “consulting” field was in 
Indonesia. He spent three months there and provided a written report 
which the government published and placed in the hands of every 
governmental official. In this report he expressed the same views he 
had preached in the days of William II, the Weimar Republic, in his 
address at Kénigsberg in 1935, and was still preaching at our visit in 
Munich in 1965. Essentially he argues that “all theories about money 
are bunk”. One needs to know only “what is yours and what is mine”. 
Failure to know that causes trouble. 

Before Christmas of 1952 Schacht had visited Syria, Egypt, and 
Tran, all at the request of their respective governments. Since that 
time he had been invited to advise the governments of Argentina, 
Chile, and the Philippine Republic. He takes tremendous pride in 
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having been called on to advise these states concerning their economic 
situation. Almost certainly he views such activity as a partial vindica- 
tion of his own often-repeated assertion that economics is more im- 
portant than politics, and that he is an economist, not a politician. Of 
all this work, Schacht believes his Philippines’ effort to have been the 
greatest success. President Carlos Garcia personally invited Schacht, 
but took violent exception to his report when it was published. This 
difference, says Schacht, became an issue in the next election, and 
contributed to the defeat of Garcia, whom Schacht stated flatly to 
have been thoroughly corrupt. 

No formal reports have been published concerning the work in 
Chile and Argentina, but in each country he used essentially the 
same arguments, based on a plan he developed called “Production 
Sharing”. The object is to replace the system of granting money to 
governments of underdeveloped countries with a better system. 
Schacht argues that providing money directly to governments is bad 
business, even when the governments try to be honest, because 
governments simply do not make proper use of the money. The 
“Production Sharing” plan would permit, for example, a German firm 
to use German capital to build furnaces, rolling mills, and develop, 
say, Indonesian iron ore into steel and sell it. After the investment and 
dividends are returned, the whole enterprise would be turned over to 
the Indonesian government. Schacht reports that the opposition to his 
plan comes usually from the bureaucracy of the underdeveloped 
country, presumably because the bureaucracy benefits more from 
direct assistance to the governments. 

In 1953 Schacht founded his own banking firm and for the next 
ten years was a private businessman. Even so he had not lost interest 
in economic and financial matters in Germany, and in 1956 he made 
his first public address since his arrest in 1944. Naturally the occasion 
was his fear that inflation had again started in Germany, and he felt 
he had to speak out. His entire career had been too closely tied to 
the problem of inflation, its causes, and its cures. The address was 
developed into Kreditpolitik und Exportfinanzierung von Morgen. 
Since that time on, Schacht has continued to speak and to write on the 
subject. In 1958 an address in Lindau (Bodensee) grew into Europdi- 
sche Konjunkturpolitik, published by Schacht himself; and his Schluss 
mit der Inflation is another example of the development of an address 
into a separate publication. 

Schacht retired from his bank in 1963 and took his name with him 
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when he quit. He retired to his house and park at Chiemsee just an 
hour from Munich where he keeps a comfortable apartment, and 
where he continues his public ‘activities. There he is busily working 
on a history of German currency, emphasizing the role of money 
during his lifetime. But he does not spend all his time writing, nor is 
he a recluse. During the week when I visited him, he taped an inter- 
view for British television viewers and spent hours with correspond- 
ents of various newspapers and journals. He was generous with his 
time and comments on numerous subjects. 

There too he enjoys the pleasure of being reunited with his second 
family. The family as an institution is very important in Schacht’s 
beliefs. This subject kept cropping up in our conversation. He fears 
the dangers he sees in the breakup of the family as an institution, and 
constantly tries to find evidences that the trend toward dissolution of 
family is being reversed. In the “Finale” of his memoirs he states that 
“It is from the family that the civilization and morals of a nation 
develop.” He is inordinately attached to his own family. Of course he 
always shielded them from his public life, but he is relaxed and com- 
fortable with them at home. His son Jens by his first wife died in 
Russia toward the end of World War II. He, like his father, was an 
economist, and his death was a heavy blow because he was to have 
carried on the family name. Jens’ sister married well and is the mother 
of four children. 

Schacht’s second family, however, appears to provide much of the 
basis for his attitude of the family man which so impresses today’s 
visitor. Mrs. Schacht, Manci to her husband, is a charming lady who 
quite obviously reciprocates Schacht’s devotion. Their two daughters 
are excellent examples of Schacht’s precepts concerning family. The 
elder is married to an Italian Duke; the younger is studying law. 

In 1953 Schacht published his autobiography —76 Jahre meines 
Lebens. This work, like Schacht today, is remarkably free of bitterness. 
He tells a straight-forward story, and it is amazingly complete. 
Throughout the entire book one element is painfully clear — Schacht 
is quite proud of his career, and he lingers over the details of the 
three periods when he believes he played a major role in determining 
social and economic conditions for the better. The stabilization of the 
mark, the abolition of unemployment, and the reestablishment of the 
balance of trade — these are signal events in his life, and he is proud 
of them. That he has been accused of criminality in associating himself 
with the Nazis appears to be of little concern to him. He believes that 
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history will justify his actions. He also suggests that history will judge 
more harshly his critics who themselves did nothing to avert the dis- 
aster. In the autobiography Schacht published the verses he wrote 
into his daughter's birthday book on November 11, 1918: 


Neither violence nor power of the purse 

Fashion the universe. 

Ethical action, spiritual force 

May reshape the world’s course. 
Schacht quite obviously and sincerely believed then and _ believes 
today that he has lived by that maxim, and that he has never deviated 
from it. 

Many of Schacht’s ideas, in fact, are expressed poetically. Shortly 
after I visited him in Munich, he sent me a volume of his poems, 
Kleine Bekenntnisse aus 80 Jahren, which he had published for his 
friends on his eightieth birthday. The entire volume is romantic in 
nature, an expression of love for God, nature, Germany, and exotic 
far-away places. In Goethean manner he combines simplicitly of 
language with depth of thought, and shows a great appreciation of 
the fairer sex. His postwar poetry takes on a “Weltschmertzian” tone 
with a strong air of sadness and disillusionment and even at times, 
the serene anticipation of death. 

Schacht reacts vigorously against the policies of oppressors and 
nations which set out to inflict their wills on mankind. For him God 
is the only master and everlasting life is that life which one must 
strive to achieve. As a German he is proud of his heritage and the 
historical tradition of Germany. Although the poetry is basically 
romantic, the section entitled “Lebensspriiche” offers a more realistic 
and often didactic approach to life. He implores his fellow man to 
become the “good Joe” and to react to life with honesty and humility. 

Perhaps the most interesting section of this volume of personal 
poetry is the one entitled “Gefangnis”. Schacht begins with his im- 
prisonment by the Nazis, and dates the first poem July 28, 1944. For 
him in these poems, escape is the contemplation of a future when 
oppression ceases and the sweet breath of freedom returns. He antici- 
pates the arrival of the allied forces whom he refers to as “die Feinde’”, 
but who hopefully and ironically enough shall become his liberators. 

The last half of the “Gefangnis” poetry includes those writtcn in 
military prison in Nuremberg. These bitterly denounce his imprison- 
ment by Americans, and attack what he calls American deception and 
lies. He is disillusioned by years of prison life, first for opposing 
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Hitler, and then for supporting Hitler. Yet he closes the volume with 
an unyielding resolve to resist: . 


They would like to shatter.my nerves 
And hope that I'll succumb. 

But they are wrong. 

I shall bite 

I shall fight 


I will win. 
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